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ENERGY LeONOMICS NETHERLANDS 


CONTACTS ON SOVLET NATURAL GAS PROCEED SLOWLY 
The Hague ANP NEWS BULLETIN in English 31 Dec 81 p l 


[Text] Amsterdam, December 30--Contacts with the Soviet Union on gas supplies to 
the Netherlands are continuing but there has been little progress in recent weeks, 
a spokesman for the utility N. V. Nederlandse Gasunie said from Groningen today. 


He said there has been no pressure from the Dutch government to slow down negotia- 
tions with the USSR due to the Polish crisis and added that the talks have been 
slow in any case, 


The Dutch want to buy about four billion cubic metres of Soviet natural gas a 
year from the mid-1980s to help conserve their own gas supplies. 


No Hurry 


Economics Minister Jan Terlouw said earlier this month the Netherlands' willing- 
ness to buy Soviet gas will depend not only on the price but also on Soviet will- 
ingness to buy Dutch equipment for the pipeline which will bring the gas from 
Siberia to west Europe. 


The Gasunie spokesman said there is no great urgency in the gas talks from the 
Dutch side. 


The projected Soviet supplies, while a welcome addition to Dutch energy sources, 
would represent less than 10 percent of the gas consumed each year in the Nether- 
lands, he said. 


Reagan Sanctions 
A foreign ministry spokesman in The Hague said the Dutch government will await 
REC discussions before deciding how to react to President Reagan's sanctions 


against the USSR. 


The sanction included suspending licences for exports of U.S, equipment for the 
Soviet gas pipeline. 


Dutch banks have agreed to fund 85 per cent of a maximum three-billion-guilder 
Dutch industry share in the pipeline, under Dutch government guarantee, 


CSO: 3120/35 








ENERGY ECONOMICS SWEDEN 


BRIEFS 


MUNICIPALITIES’ ENERGY FUNDS CUT--Despite times of retrenchment, the government 
does not cut state energy subsidies--with one exception: the municipalities’ 
energy funds. Within the Budget Department, the energy issues have been handled 
according to the following rule of the thumb: It is vound to be less costly to 
save one unit of energy than to add the same unit of energy. In other words, 

by means of state energy subsidies, it will be cheaper to increase the temperature 
in homes by 1 degree through additional insulation than to increase it by |] degree 
by using additional fuel. The effects of the energy savings program so far are 
considered good. "It is difficult as yet to make a correct evaluation of the 
savings effects of the subsidy. It is, for example, clear that oil imports are 
declining--which is very nice, but, at the same time, we are using more of our 

oil stocks. Another question that is difficult to assess is the oil replacement. 
Is oil replacement which we subsidize by means of state loans energy saving?" 

says Christer Nilsson, an energy expert in the Swedish Ministry of Labor. 

As far as SVENSKA DAGBLADET has learned, nothing dramatic is happening as far 

as the state energy subsidies are concerned, despite retrenchment times. As for 
the subsidies to the industries, these remain the same; the same thing holds 

true of the state subsidy for energy savings within the residential housing 
sector. However, here, changes of a different nature are taking place. Less 
money goes to improved insulation, more money is spent on oil substitutes and 
improved, more effective heating systems, for example heat pumps. The reason 

why municipalities will no longer receive energy funds is that many municipalities 
have already got very far, for example in the field of district heating systems. 
The municipalities which have not done very much to save energy are no longer 
considered needy of any special incentives beyond the big savings which may be 
effected through rational energy savings. (Text) [Stockholm SVENSKA DAGBLADET 

in Swedish 15 Dec 8) p 11] 726? 


CSO: 4109/77 














ENERGY ECONOMICS TURKEY 


REDUCTION IN PETROLEUM IMPORTATION ALLEGED 
Istanbul GUNAYDIN in Turkish 14 Dec 81 p 5 


[Text] Ankara (Special)--For the last 2 years, while several countries were 
reducing their petroleum imports, Turkey was listed among those countries unable to 
lighten their growing petroleum bills. 


Furthermore, developments in the first months of this year indicated that Turkey's 
export income would be completely swallowed up by its fuel imports, as was the case 
in 1980. However, at the end of the first 10 months of this year, Turkey has also 
joined those countries able to reduce the amount of fuel they import; in other 
words, able to prevent the rapid growth of their petroleum bill. 


At the end of the first 10 months of this year, our total fuel imports, in other 
words, the amount of crude petroleum and refined petroleum products which we 
purchased from abroad, decreased by 1.7 million tons by comparison with last year. 
Last year, during the January-October period, we had imported 1.6 million tons of 
crude petroleum and 3.149 million tons of refined petroleum products. During the 
same period this year our crude petroleum imports fell to 9.2 million tons and our 
imports of refined petroleum products fell to 1.849 million tons. 


Below Our Exports 


The amount of foreign exchange which we paid for our 10 months of fuel imports 
was $3 billion. This was below the $3.5 billion attained by our exports. While 
the increased capacity of our refineries reduced our imports of refined petroleum 
by half, we were also able to lower our crude petroleum imports in a manner 
seldom experienced previously and in a climate in which prices did not rise to 
any great extent. 


Like the Europeans 


In order to keep their petroleum bills from rising, the western nations in parti- 
cular reduced their petroleum imports by an average of 14 percent by comparison 
with last year. This year, they reduced imports by 15 percent. While petroleum 
consumption in OECD countries fell, in 2 years, from 42 million barrels per day to 
36 million, petroleum imports were reduced from 28 million barrels [per day] to 

2? million. ‘Turkey, by realizing a 15 percent decrease in fuel imports this year, 
has joined these countries. 


cso: 4654/13) 








ENERGY ECONOMICS TURKEY 


BRIEFS 


TPAO OIL EXPLORATION--The Turkish Petroleum Corporation [TPAO] has been given 
petroleum exploration licenses for four fields to the south of the Adana petroleum 
region, in the Mediterranean, outside Turkish territorial waters, and for a region 
to the south of the Hatay petroleum region, in the Mediterranean, outside Turkish 
territorial waters. As a result, TPAO will be able to explore for petroleum for 

3 years in a fie!d outside Turkish territorial waters constituting the Turkish 
continental shelf. [Text] [Istanbul MILLIYET in Turkish 6 Jan 82 p 3) 


csO: 4654/131 





ECONOMIC FRANCE 


REPORT OF REGULAR GENERAI, MEETING OF SNECMA ON 25 JUNE 1981 
Paris ASSEMBLEE GENEPALE ORDINAIRE DU 25 JUIM 1981 in French Aug 81 pp 1-65 


(Report of regular general meeting held by SNECMA on 25 June 1981 in connection with 
fiscal year 1980] 


[Text] [Table of contents] 

Report by the board of directors 
Auditors’ reports 

Resolutions 

Balance Shect 

General Operating Account 

General Profit and Loss Statement 
Consolidated Balance Sheet 
Consolidated General Operating Account 


Consolidated Gencral Profit and Loss Statement 


National Aircraft Engine Study and Manufacturing Company [SNECMA] 
A corporation with capital of 411,567,900 francs 
2 Boulevard Victor 
75724 Paris, France 
CEDEX 15 

















Poard of Directors as of 20 June 1981 


Rene Pavaud, president-director general 


Jacques Bonnet de la Tour 


Rene Meesemaecker 
Pierre Taranger 


Claude Abraham 
Michel Albert 
Paul Dubois 
Paul Tugaye 


Robert Mierlot 
Jacques Jegen 
Andre Lirola 


Michel Galdemar 
Andre Massoc-Mandre 


Louis Hardy 


Alain Robineau 
Gilles de Calan 


Pierre Cornuat 


directers representing the stockholders 


directors representing the government 


directors representing the personnel 


government examiners 


government representative 


auditors 


secretary of the board 


Subsidiaries as of 30 June 1981 


Hispano-Suiza (a corporati 


on with capital of 42 million francs) 


Head Office: 333 Bureaux de la Collire 


92213 Saint Cloud 


President-director general: Guy Zarrouati 


Sochata SNECMA (a corporation with capital of 9.7 million francs) 
Head Office: 160 avenue de Versailles 


75016 Paris 


President-director general: Jules-Henri Auffray 


Messier-Hispano-Bugatti (a cor 


poration with capital of 65,933,000 francs) 


Head office: 5 rue Louis Lejeune 


92120 Montrouge 


President-director general: Jacques RBenichou 


CFM International (a 


corporation with capital of 400,000 francs) 


Head office: 160 avenue de Versailles 
75016 Paris 
President-director general: Jean-Claude Malroux 

















Geographic Location 


és 
\ij 


SNECMA 

HISPANO-SUIZA 

SOCHATA SNECMVA 
VESS'ER + SPANO BUGATT! 
BSERTHIEZ 


SORECOS 


m SPANO-SUZA 


— BOIS-COLOMBES ~ISPANO-SUIZA) 





SIEGE SOCIAL 


' EVRY. CORBEN —_\ ~ : 


4 
‘ . 


fs f . ~ ~ 
rv bs aan MONTROUGE 
655/68. 4/$PAaND-3UGATT 


A 


GENNEVILLIERS 
RUNG'IS 
SURESNES 


VILLAROCHE eee BILLANCOURT SOCHATA SNECUA 





BOUVIERS = S?4N 
@ crarenesaur 
(SOCHATA SNECWA 


v 


BIVORS BERTHIEZ 


¢ MERIGNA 


MESS ER SPANO BUGATT 


v 
PIERRELATTE SORECOS 


BB istres 

















Report by the Board of Directors 
Gentlemen, 


We have called you to this regular general meeting to submit for your approval your 
company's financial statements and balance sheet for fiscal 1980. 


First of all, we would like to notify you of the changes that have occurred in the 
makeup of the board of directors since the last regular general meeting. 


We were happy to welcome Michel Albert, general commissioner for the plan, who re- 
placed Mr Tartanson as director representing the government on behalf of the Minis- 
try of Economy; and Paul Tugaye, general controller of the armed forces, who replaced 
Mr Barberry as director representing the government on behalf of the Ministry of De- 
fense. Please make a note of this. 


The term of Rene Meesemaccker, director representing the stockholders, expires at 
the conclusion of this general meeting. In accordance with the proposal b; the min- 


ister of defense, we are asking you to renew his term for another 6 years. 


We also ask you to note that the 6-year terms cf our two auditors, Alain Robineau 
and Gilles de Calan, have Seen renewed. 


We would also like to advise you of the following appointments: 


Michel Galdemar as head of the Mission for tie Economic and Social Control of Aero- 
nautical and Space Industries. 


Andre Massoc-Mandre as government examiner. 


They have replaced Messrs Hullo and Benazet respectively. 


Orders 
(in millions of francs before tax) 











1978 1979 1980 
Engines 3,052 4,621 3,160 
Other activities 73 110 133 

3,215 4,731 3,293 











The Company's Activities 


1. As the Western World's fourth-largest engine manufacturer, SNECMA faces s .f: in- 
ternational competition in the market for aircraft engines, and developments in the 
political and economic situation are making that competition even more keen. 


We are following those developments very closely because of their possible effects 
on Our sales abroad, where the turnover for 1980 once again exceeded our turnover on 
the domestic market. 


2. The pretax total of orders received in 1980 was 3,293 million francs, compared to 
4,73' million in 1979, which was an exceptional year due t~ tine seart of marketing 
of the CFM56 engine. 


The drop in orders is explained in part by the fact that large orders expected in 
1980 will in fact be received in 1981 (the re-engining of DC-8's, for example). 


Orders relative to engine activity represent 3,160 million francs, or 96 percent of 
the total value of orders received. 


Military orders continue to represent the major portion of our engine orders, since 
they total 2,672 million francs, or 85 percent of total 2ngine orders. 


In the civil sector, following the commercial breakthrougl, of the CFM56 engine-- 
which had brought a total of 272 orders as of 31 December 1979 in connection with 
the re-engining of the DC-8's of three large American firms--re-engining orders for 
a total of 55 engines were received from other airline companies in 1980, 


In addition to the above-mentioned slowdown in orders for CFM56's, we also experi- 
enced in 1980 a drop in orders for General Electric CF6-50 parts kits for DC-10 air- 
craft. On the other hand, orders for CF6-50 engines for the Airbus family increased, 
with the result that the overall program remained comparable to what it had been the 
year before. 


3. Pretax turnover for fiscal 1980 totaled 3,485.5 million francs, compared to 
2,990.6 million francs in 1979, This represents a 16.5-percent increase in terms of 


currert francs. 


Helow you will find a concise brcakdown by customer of the change in pretax turnover 
ince 1976 (in millions of current francs and as a percentage). 


Other customers 























French 3Jovernment France Foreign Total 
Year AmouneE %§ Amount % Amount i turnover 
1976 728.6 28.8 468.3 18.6 1,330.3 52.6 2,527.2 
i977 724.0 31.6 401.5 17.5 1,165.1 50,9 2,290.6 
1978 735.9 27.7 471.3 17.8 1,445.3 54,5 2,652.5 
1379 733.0 24.7 862.2 28.8 1,389.4 46.5 2,990.6 
19RO0 883.3 25.3 815.1 23.4 1,767.1 51.3 3,485.5 











The above table reveals in particular the increase in deliveries for export (Atar 
engines and spares, Larzac CF6-50 engines and spares), as well as a slight decrease 
in turnover under the heading “Other Customers: France," duc to the approaching com- 
pletion of the EURODIF [European Diffusion Agency] contract, 


That contract covers the delivery of compressor units for the EURODIF isotope sepa- 
ration plant. It was retained by SNECMA when the Hispano-Suiza subsidiary was set 
up in 1977. This nonaeronautical activity is headed by GERCOS, which is an economic 
interest group formed by SNECMA and Alsthom-Atlantic,. 


Deliveries of compressor units are to be completed in 1982, and activity in that area 
will be limited thereafter to the delivery of spare parts, 


1. Epgine Activity 


Still far and away the company's leading activity, engines accounted for 88 percent 
of the total turnover in 1980, 


1.1 Military Programs 
Atar Program 


The Corbeil plant continued its series production of the following Atar engines in 
1980; 


a) Atar 9C (rated at 6,000 kgp) for Mirage III's and Mirage V's for export, 


b) Atar 9K50 (rated at 7,200 kgp) for the air force and for export, This engine 
powers the Mirage Fl and the Mirage 50. 


c) Atar 8K50 (rated at 5,000 kgp) for the navy's carrier-borne Super Etendard air- 
craft and for export. 


In 1980 the Corbeil plant also manufactured sizable collections of spare parts for 
maintaining Atar engines that are in service in about 30 countries. 


M53 Program 


In its current M53-5 version, this engine develops a thrust of 9,000 kgp. Along with 
the Atar's traditional qualities of simplicity and plainness, it incorporates the ad- 
vances resulting from developments in our technical and technological knowledge. Its 
modular design makes maintenance easier and more economical. 


As of 31 December 1980, the French Air Force had ordered 44 production engines to be 
delivered beginning in 1981. The first two engines were put on the test stand at 
the end of 1980, while further improvements and flight tests were continuing on the 
Mirage 2,000 and Super Mirage 4,000 prototypes. 


A notable improvement in the operating capability of these planes is provided by the 


M53%-P2 version (rated in the 10-ton class) that was launched with the agreement of 
the airworthiness authorities, The year 1980 saw the launching of the specific 


10 








parts needed for that latest version with a view to building prototype engines, The 
first of those engines is expected toa go on the test stand in mid-1981, and they are 
scheduled to go into service in 1985, 


Larzac Program 


It should be recalled that the Larzac 04 engine (rated at 1,350 kgp) was developed 

by the GRTS, an economic interest group established by SNECMA and TURBOMECA [expan- 
sion unknown]. The German firms of MTU [expansion unknown] and KHD [expansion un- 
known] later became associated with its manufacture and then its development follow- 
ing engine certification, Each of the four above-mentioned companies manufactures 

a portion of the components, with overall production management being entrusted to 
SNECMA, Assembly and testing are carried out by the KHD in Germany, SNECMA in France, 
and the National Factory in Belgium. 


At the end of 1980, 715 production engines had been assembled on the three assembly 
lines. 


The Larzac 04 engine is used on the Alpha Jet twin-engine trainers and fire~support 
planes ordered by the French, German, and Belgian Air Forces and by six other foreign 
customers. As of 31 December 1980, 1,140 engines were on firm order, including 294 
for export. In addition, within the framework of the licensing option granted to the 
American firm of Teledyne CAE, the Larzac 04 is a candidate for use on the U.S. Navy's 
future VTX training aircraft. 


As of 31 December 1980, a total of 23,000 hours of sustained testing by our Technical 
Directorate had been completed, including 9,500 hours in flight, while about 75,000 
operating hours had been logged by the six air forces that have already put the Alpha 
Jet into service to their complete satisfaction, 


Tyne Program 


The production of this turboprop developed by Rolls-Royce was resumed following re- 
sumed construction of the Transall aircraft, As in the case of the earlier programs 
for equipping Transall and Breguet-Atlantic aircraft, it is produced under license 
from Rolls-Royce, with SNECMA as the prime contractor, within the framework of a con- 
sortium made up of SNECMA, Rolls-Royce, Ltd,, the MTU in Germany, and the National 
Factory in Belgium. 


As of 31 December 1980, orders from the French Air Force and for export totaled 64 
engines. Eight have been delivered, 


Considering the requirements announced by the Naval Air Force, resumption of this 
production could involve several hundred engines, 


Adour Program 
SNMCMA's participation in the series production of this engine (rated at 3,400 kgp), 


which was developed jointly by Rolls-Royce and TURBOMECA for use on the Franco- 
Rritish Jaguar aircraft, has been completed, 


1? 








Our plant in Gennevilliers is continuing, however, to deliver forgings under that 
program, 


M8a8 Program 


We are actively continuing our studies concerned with the future M88 engine, which 
will make all the improvements expected from technological progress available to the 
users of fighter planes. 


In 1980 we also began to carry out a demonstration program involving 7,500 tons of 
thrust. In this connection, we emphasize once again the need, on the domestic level, 
for our company to remain capable of designing and building complete military enginas 
with a view to: 


a) Equipping our air forces in complete independence, 

b) Preserving our freedom to export our equipment, 

c) Undertaking cooperation in civil programs under good conditions, 

1.2 Civil Programs 

CFM56 Program 

this modern engine, with thrust in the 10-ton class, is characterized by a high by- 
pass ratio, low fuel consumption, and a considerable reduction in noise and pollution 


levels. 


The coequal cooperation agreement signed with the American firm of General Electric 
covers development activities, series production, sales, and service. 


SNECMA has brought the Belgian firm of FN (National Factory) into its portion of the 
development and production work, 


Two assembly lines have begun operating, one in France and the other in the United 
States, and the first three production engines had been accepted by the customers as 
of 31 March 1981, 


On the technical level, the objectives were achieved. In particular, the CFM56-2, 
with 11 tons of thrust, was granted its airworthiness certificate on 9 November 1979, 
The certificate was aranted simultaneously by the French and American authorities in 
accordance with the regulations in effect in Furope and the United States, 


As of 31 December 1980, 10,450 hours of tests had been conducted, including 1,300 
hours of flying time. 


Aithough the layout of the first production engines has been completed, technical 


activity remains at a high level, because we and General Electric are continuing with 
studies aimed at making improvements. 
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On the commercial level, there has been extremely stiff competition, but thanks to 
dynamic and sustained activity among airline companies and airframe manufacturers by 
the joint subsidiary, CFM International, the CFM56-2 has found a place on the market 
as follows: 


1. As of 31 December 1980, there was a firm order or option for 109 re-enginings of 
pc-8 Series 60 aircraft now in service, This order has since been increased to 134 
re-onginings, representing about 650 engines, 


The program for this re-engining is headed by the American firm of Cammacorp in coop- 
eration with General Electric, SNECMA, and McDonnell Douglas, the goal being to ob- 
tain certification of the DC-8-71 aircraft by the end of 1981, 


The first DC-8 to be re-engined belongs to United Airlines and is now being assembied 
in Tulsa, 


9. Interest is being shown in this engine by Boeing, which has equipped a Boeing 707 
with four CPM56-2's. Flights with this aircraft were concluded in July 1980 follow- 

ing a demonstration tour of U.S, Air Force bases to promote the re-engining of KC-135's, 
The results of those flights were excellent. 


3. The CFM56-2 was chosen by the U.S, Air Force following stiff competition with two 
competing Pratt and Whitney engines to equip the first KC-135 in-flight refueling 
plane. This choice makes it possible to foresee the re-engining of a sizable number 
of the existing aircraft, which will remain in service for several decades. The same 
is true of the C-135-F version used by the French Air Force, which is helping to fi- 
nance development and outfitting work on the first aircraft. 


Lastly, although this involves an event occurring outside the period covered by this 
report, a new commercial breakthrough with the CFM56-2 engine was made in March 1981, 
when Boeing announced the marketing of its B-737-300, which will be powered by the 
CPM56-3, rated at 9 tons of thrust. That engine is derived from the CFM56-2 with a 
minimum of modification. Plans call for installing those engines on transport planes 
having a capacity of from 120 to 150 seats, 


4. In addition, a task force was set up at the start of 1981 to optimize the engine 
installation of a future medium-range A320 aircraft, which might use a CFM56 version 
with augmented thrust and reduced fuel consumption, 


CP6-32 Program 


Under the terms of the cooperation agreement signed with General Electric, SNECMA 
had been participating since the start of 1978 in development of the CF6-32 engine, 
with thrust in the 15-ton class, which is a variant of the CF6. 


That cngine was intended to cquip twin-jet or trijet aircraft with a capacity of be- 
tween 180 and 200 passengers of American standard, notably the Boeing 757. Orders 
from Aloha Airlines and Trans-Rrasil had been received for a certain number of en- 


ginesi. 


The cngine's only competitor at first was the Rolls-Royce RB 211-535, which was 
ordered by British Airways and Fastern Airlines for their B-757's. 
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The slow pace of aircraft orders enabled Pratt and Whitney to propose a new engine: 
the PW 2037, which was not to be available until later but which was announced as 
having superior performance from the standpoint of specific fuel consumption. Delta 
Airlines and American Airlines are choosing the PW 2037 despite the technical risk 
involved in such a choice, with Pratt and Whitney having provided considerable fi- 
nancial guarantees that the announced performance will be met, In these conditions, 
General Electric and SNECMA noted the lack of prospects for the CFM56-32 engine and 
decided to withdraw from the competition and halt the program, 


CF6-50 Program 
Under the terms of a coproduction agreement with General Flectric, SNECMA: 


a) Ts responsible for assembling and testing CF6-50 engines (thrust in the 23-ton 
class) intended for Airbus Industrie's A300B aircraft and those used on the Boeing 
747's bought by Air France and the UTA [Air Transport Union). 


b) Manufactures parts kits from two sources for the above-mentioned engines and for 
some of the engines used on DC-10-30's and other Boeing 747's, 


SNECMA's share represents about 27 percent of the program's value, 


It should be noted that the German firm of MTU furnishes other components for the 
CF6-50's intended for Airbus A300B's. Those components represent 10 percent of the 
engine's value. 


Of a total of 585 engines ordered, including 143 in 1980, 358 had been delivered by 
31 December 1980, 


‘he remarkable reliability of General Electric's CF6-50 engine has been one of the 
decisive elements contributing to the commercial success of the Airbus aircraft. 


The term of the agreement covering SNECMA's participation in the CF6-50 production 
program has been extended until the end of 1990, 


CF6-80-Al Program 


The CF6-80 engine, a derivative of the CF6-50 (thrust in the 20-ton class), can be 
aounted on all airframes currently using the CF6-50. It is characterized in particu- 
lar by a savings in weight and a reduction in specific fuel consumption, It is to 
be certified in September 1981. The CF6-80-A version will be used on the Boeing 767. 


The CF6-80-Al version has been chosen by severa, airline companies as the engine for 
their Airbus A310's. As of 31 December 1980, it was expected that 95 of the 144 
Airbus A310's on order would be powered by CF6-80-Al's. 


SNECMA has signed an agreement with General Flectric to participate in the production 


of CF6-80-Al engines for use on A310 aircraft. The conditions are similar to those 
established for the CF6-50 engines equipping the Airbus A300 B2/B4 aircraft. 
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CF6-80-C Program 


The CF6@-80-C engine (thrust in the 25-ton class) is to be certified in December 1983. 
ft will power Airbus Industrie's A300-600 aircraft (successors to its A300 B2/B4's) 
and the Boeing 747's, with their long upper decks, in mid-1984, 


SNECMA is associated with the development and production of this engine for all its 
applications under an agreement with General Electric. 


Olympus Program 


As of 31 December 1980, the Olympus 593 engines (rated at 17,200 kgp) used on the 
Concordes operated by Air France and British Airways had accumulated 199,000 hours 
of operation, Their operational reliability compares favorably with that of engines 
powering subsonic aircraft. 


In cooperation with Rolls-Royce, Ltd., SNECMA insures rigorous technical followup on 
the Olympus engines in service. In addition, it provides the two operating airline 
companies with all the necessary support in its area of responsibility. 


1.3 Research and Advanced Study 


To retain its independent capability for producing complete military engines that 
can rival the most recent fighter plane engines available on the world market, 
SNECMA establishes multiannual research and advanced study programs. 


These are pursued in the numerous disciplines required for engine design, notably 
aerodynamics, thermodynamics, the resistance of materials to strong stresses and 
very high temperatures, and so on, 


This important activity results in the production of experimental components that are 
subjected to numerous and severe tests, the objective being to progress in the areas 
of performance, reliability, and noise and pollution reduction for the benefit of 
future engines or those derived from the current engines, 


1.4 Engine Replacement Programs 


Since they are called on to mect the qualitative and quantitative needs of our cus- 
tomers, the engine replacement production programs place a heavy responsibility on 
our production shops and on our partners and subcontractors, The overall management 
of this activity requires rigorous followup. 


Distributing the modules, components, engine fittings, and spare parts intended for 
engine maintenance, including some--like those in the Atar family--which are in 
service in about 30 countries, requires considerable work in processing, packing, 
and shipping those items. SNECMA has facilities in Rungis next to Orly Airport 
which enable it to satisfy its customers' requirements in the shortest time possible. 
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Nuclear Activities 


These activities are concerned basically with the design and production of compres- 
sor units for the EURODIF plant built on the Iricastin site, which will be used for 
uranium enrichment for civilian purposes by the gaseous diffusion process. 


For this program, SNECMA and Alsthom Atlantic have established an economic interest 
group known as GERCOS [expansion unknown]. SNECMA has two-thirds of the rights and 
obligations in that partnership. 

The contracts received to date cover the supplying of the following: 

First, 290 small compressor units (UFE), all of which have been delivered. 


Second, 416 medium-sized compressor units (UTG), all of which have been delivered. 


Third, 368 large compressor units (USG), of which 294 had been delivered as of 31 De- 
cember 1980, 


The Italian firm of Nuovo Pignone is also manufacturing 366 USG compressor units 
under a license from GERCOS. 


SNECMA designed the aerodynamic jets for the UFE and USG compressor units. It as- 
signed the portion of the work for which it was responsible to its subsidiary Hispano- 
Suiza. 


The plants using the small (UFE), medium-sized (UTG) and large (USG) compressor units 
went into operation progressively in 1979 and 1980. All the compressor units in 
service in those plants are functioning satisfactorily, with the average rate of 
availability being on the order of 98 percent. 


As of 31 December 1980, the accumulated operating time for all the compressors in 
each plant was as follows: 


a) UFE compressor units: 4.5 million hours. 

b) UYG compressor units: 4.4 million hours. 

c) USG compressor units: 1.2 million hours. 

Under the terms of an agreement signed on 31 October 1979 between EURODIF and GERCOS, 
the latter will maintain all the compressor units for 10 years. The two companies 
making up GERCOS (SNECMA and Alsthom Atlantic) have established a joint subsidiary 
known as SORECOS (Company for the Repair and Maintenance of Special Compressors), 
two-thirds of whose capital is owned by SNECMA, to be responsible for that mainte- 
nance. It has been in operation since 3 November 1980. 


3. Electronic Activities 


A preponderant share of these activities, which are carried on in the ELECMA [expan- 
sion unknown] Division, is devoted to the design, development, and manufacture of 
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specialized electronic equipment (notably that concerned with regulation) intended 
for use in aircraft engines produced by SNECMA and in ground and air equipment for 
the control and maintenance of those e: . nes. 


The competence and experience acquired by the ELECMA Division in connection with 
equipment that must remain highly reliable in the very severe ambient conditions sur- 
rounding aircraft engines have enabled it to penetrate related foreign markets, no- 
tably for equipping aeronautical products manufactured by subsidiaries and military 
missiles. 


4. Forge and Foundry Activities 


As in previous years, most of the production from the Gennevilliers plant, which com- 
prises the upstream units (castings, foundry, and engineering) for SNECMA's manufac- 
tures, went to the company's other plants. SNECMA's breakthrough in the market for 
civil engines will result in a noticeable increase in that plant's workload. 


A complete renovation of that facility is therefore underway to increase and modern- 
ize its manufacturing capability, notably through the construction of a precision 
foundry and the installation of a very modern casting unit. 


The facility is also used tw fill orders from other companies, both French and foreign. 


In 1980, the turnover provided by outside customers totaled 103.6 million francs, 
compared to 95.3 million francs in 1979-~an increase of 8.7 percent. 











Distribution of Personnel Distribution of Personnel 
by Category (percent) as by Location as of 
of 31 December 1980 _____31 December 1980 

Executives 13.2 Head office 472 
Supervisors 8.6 Suresnes 5 36 
Technicians 34.1 Gennevilliers 1,870 
Clerical 11.5 Villaroche, Istres 3,361 
Hourly 32.6 Corbeil, Rungis 5,221 
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Social Matters 


1. SNECMA's manpower increased from 10,757 persons on 31 December 1979 to 11,460 

on 31 December 1980. That increase of 403 persons was the result of 499 terminations 
and 1,303 new hires. Most of the increase occurred in the production units and re- 
flects an adjustment of manpower levels to meet the workload. 


2. Continuation of the contract policy resulted in the signing of a wage agreement 
with the CGC [General Confederation of Managerial Personnel] and the CGT-FO [General 
Confederation of Labor-Workers Force] for 1980. That agreement made it possible, in 
particular, to provide, for the second year in a row, an increase in purchasing power 
linked to the personnel's attendance record. In relation to the rise in the official 
price index, which came to 13.65 percent in 1980, the increase in purchasing power 
totaled 0.6 percent. 


3. For the fourth consecutive year, employee profit sharing during fiscal 1979 re- 
sulted in the allocation of 7.3 million francs to the personnel. That amount was 
distributed at an average rate of 660 francs for each qualified employee. 


Since the operating results for 1980 also show a profit making such participation 
possible, a sum of 4.4 million francs* has been set aside for that purpose in the 
accounts for fiscal 1980. This represents an average of about 380 francs per quali- 
fied employee. 


4. SNECMA also continued its efforts in the field of initial vocational training and 
continuing training. As in previous years, it exceeded its legal obligations in 
this area. 


Administration and Finance 
1. SNECMA 


For 1980, your company's financial statements and balance sheet were drawn up using 
the same valuation methods as those used last year. 


It should be pointed out, however, that because of the rise in raw materials prices, 
the calculation of the reserve for price increases was based on a comparison of prices 
over the two consecutive years of 1979 and 1980. 


On the financial level, the flows recorded during fiscal 1980, taking into account 
the allocation of the result, which is being submitted for your approval, are ana- 
lyzed in the statement of source and application of funds appearing on the next page. 





* Representing 0.42 percent of aggregate wages. 
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Statement of Source and Application of Funds 
Fiscal 1980 


In millions of francs 





App lication 
Organization costs 2.0 


Fixed asscts: 
Land 
Buildings 17. 
Machinery and equipment 31 
Fixed asset additions in progress 5 


Intangible assets 391.3 





Other capitalized assets: 
Loans and debts--1 year or more 676.6 


Repayment of medium- and long-term debt: 
Specific loans 4.1 
Other debts 1.1 5.2 


Total application of funds 1,075.1 
Source 


Gross self-financing: 
Reserves 20. 
Reserve for employee profit sharing--1980 
Other reserves 


12 
Amortization 19 335.6 





Exceptional source of funds: 
Proceeds from sale of capital assets 12.7 


Proceeds from long- and medium-term debt: 
Specific loans 360.3 
Other borrowings aca 362.5 





Collection of loans and dcbts--1l year or more 364.2 
Total source of funds 1,075.0 


Change in working capital (0.1) 


These cash flows reflect essentially the following: 
|. Continuing operations to acquire new equipment, notably for the production of 


civil engines and for the replacement or modernization of the company's means of 
production for military and civil engines. 
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2. The increase in credits granted to customers, linked to the growing share of sales 
of military engines for export (receivable in 1] year or more). 


The financial situation is characterized by stability in working capital following 
several years of growth, despite a notable increase in self-financing and in borrow- 
ings for specific purposes (362.5 million francs, compared tc: 246.5 million francs). 


This reversal in the trend is related to the increase in stock and inventories, which 
reached 938.7 million francs in 1980, and results in a need for investment capital 
that should be satisfied starting in 1981, notably through an increase in capital 
stock. In fact, the growing need for working capital is going to continue over the 
next two fiscal years: 1981 and 1982. 


20 











As far as accounting results are conecrned, the fiscal year 
shows an operating profit of: 


It should be noted that this figure takes into account 
8,467,127.43 francs in additional amortization linked 
to the legal revaluation of assets as reflected on 

the balance sheet for 31 December 1978. 


From the above profit, we have deducted 
a total of 50,276,591.24 francs, reflect- 
ing miscellaneous profits and losses as 
follows: 


Tax on profits (20,611,975. 70) 


The setting up of reserves: 
a) of a social and tax nature for: 
Price rises (39,609,658.72) 
Investment ( 3,630,148.55) 
Employee profit 
sharing plan for 
fisca] 1980 pursuant 
to the derogatory 
agreement dated 
20 December 1978 ( 4,372,465.68) 
Reserve for medium- 
term foreign credits (14,921,596.00) (62,533,868.95) 
b) Reserves for miscellaneous risks 1,550,648.14 
Profits on transfers of 
assets as follows: 
Profit on sale of real 





estate 57,393.12 
Profit on sale of 
capitalized assets 12,710,138.62 12,767,531.74 





Profit from recapture of the 

1976 special revaluation 

reserve due to additional 

amortization and disposal 

of assets in 1980 9,863,575.42 
Profit on miscellaneous for- 

eign exchange differences, 

due primarily to the rise 

in the value of the collar 6,394,546.95 
Miscellaneous profits 

and losses 2,292,951.16 18,551,973.53 





Net profit and loss 


Net final result (profit) 
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107,052,697.51 francs 


(50,276,591. 24) 





56,776,106.27 francs 








Your board of directors recommends that this final result for 1980 be allocated as 
follows: 


To the Legal Reserve account: 5 percent of the above profit: 2,338,805.31 francs 
To the Optional reserves: the amount of the reserve for price 


rises set up in 1974, which has already borne the tax: 1,592,809. 36 
To the distribution of a dividend of 7.40 francs per share: 30 ,456,024.60 
Leaving a balance of: 21,888,467.00 francs 


The remaining balance would be added to retained earnings, which would thus rise 
from 62,817,179.85 francs to 84,705,646.85 francs and help strengthen the company's 
financial structure in view of our sizable financing requirements. 


In accordance with article 47 of Law No 65,566 dated 12 July 1965, the table below 
shows the distribution of net dividends per fully paid-up share and the correspond- 
ing tax credit for the past 3 fiscal years as well as the proposed figures for this 
year. 


Year Net dividend Tax credit 





1978 7.10 3.55 
1979 7.10 3.55 
1980 5.00 2.50 
1981 7.40 3.70 


Pursuant to article 148 of Decree No 67,236 dated 23 March 1967, the table showing 
the company's financial results over the past fiscal years is presented later in 
this report. 


We recommend setting the auditors' fee for fiscal 1981 at 120,000 francs, compared 
to 110,000 francs last year. 


The fee for the Joint Production Committee's certified accountant, which is set in 
relation to the auditors' fee, would therefore increase from 27,500 to 30,000 francs. 
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2. Subsidiaries " 
2.1 Hispano-Suiza 


Since 1977, Hispano-Suiza has been responsible for most of the activities previously 
carried on by the Hispano-Suiza Division of SNECMA and the CNMP [expansion unknown}. 
Those activities are carried on in Bois-Colombes (with its annex in Bouviers) and 

Le Havre and are divided into five divisions (Aeronautical Division, Nuclear Division, 
Industrial Turboshaft Engine Division, Armaments Division, and Reverser Division). 


Activity in 1980 increased over that in 1979. It was characterized in particular by 
growth in the production of engine components (gear housings and reversers) for 
SNECMA's CFM56 program, thus confirming the aeronautical calling of that subsidiary 
of SNECMA, 


The Hispano-Suiza Company had a pretax turnover of 1,070 million francs in 1980, an 
increase of 24 percent over that for 1979 (863 million francs). 


The net result for fiscal 1980 is a loss of 3.8 million francs, ccmpared to a profit 
of 15.5 million francs in 197%, 


It should be noted, however, that the net result for 1980 takes into account a re- 
serve of 12 million francs for the depreciation of shares in the Berthiez Company, 

a subsidiary in which Hispano-Suiza owns 99.9 percent of the capital. That deprecia- 
tion is the result of lasses recorded n 1980 by Berthiez that are linked in particu- 
lar to poor business conditions in the machine tool industry. 


2.2 Messier-Hispanec-Bugatti 


Messier-Hispano-sugatti is continental Europe's largest industrial group in the field 
of landing gear and hydraulics, notably aerospace hydraulics. 


The phase of intense activity that began in 1979 continued in 1980, thanks in particu- 
lar to the commercial success of the Airbus program. In particular, the company 
was choscn following stiff competition as a supplier to the new Airbus A310 program. 


The pretax turnover ef 909 million francs for 1980 reflects a 24-percent sancrease 
over 1979's turnover of 735 million frances. The fiscal year ended with a net profit 
of 18.7 million francs, compared to 15.5 million francs for 1979, 


fy view of Messier-Hispano-Bugatti's sizable financing requirements for coping with 
its investment program, a dividend of 1.6 million francs is planned for fiscal 1980 
(the amount distributed for 1979 was 3,3 million francs). 


fn the future, the company plans to continue its efforts to improve management and 


modernize its industrial plant in order to maintain and develop its position in a 
market where competition continues to be very keen, 
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2.3 Sochata SNECMA 


Since 1975, Sochata SNECMA has been responsible for all of the group's repair activi- 
ties in connection with aircraft engines, with the work being done at its Billancourt 
and Chatellerault facilities. 


Although the volume of repairs for civilian export customers increased, the company's 
overall activity in 1980 was slightly lower than in 1979, 


The company had a pretax turnover of 352 million francs in 1980, compared to 347 mil- 
lion in 1979, ‘The year ended with a profit of 3,9 million francs (11.5 million in 
1979). Tt is anticipated that a dividend of 1.9 million francs will be distributed 
for fiscal 1980. The percentage of profit distributed for 198v is lower primarily 
because of investments the company will have to make for the repair of new-generation 
civil aircraft engines: the CF6-50/Cf6-80 and CFM56 families. 


The amount distributed in dividends for 1979 was 7.8 million francs. 


Lastly, in 1981 Sochata SNECMA will continue its efforts to adapt to changes in the 
market for aircraft engine repair activities. 


2.4 Vallaroche and Company 


The net profit for Vallaroche, which manages real estate, totaled 230,000 francs in 
1980, compared to 300,000 francs in 1979. 


It is anticipated that a dividend of 90,000 francs will be distributed. That is the 
same as the amount distributed for 1979. 


3. Overall Summary 


The pretax consolidated turnover for SNECMA and the Hispano-Suiza, Messier-Hispano- 
Bugatti, and Sochata SNECMA Cowpanies rose from 4,397 million francs in 1979 to 
5,179 million francs in 1980, an increase of 17,8 percent. 


As in previous years, the Hispano-Suiza, Messier-Hispano-Bugatti, and Sochata SNECMA 
companies have been consolidated by the “full integration method"-~-that is, their 
total turnover from business outside the group has been included in the consolidated 
statements. 


it is recalled that the companies and economic interest groups in which SNECMA has a 
less sizable interest have not been included in the consolidation. 


The following table shows the change in consolidated turnover by activity between 
1979 and 1980. 
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SNECMA Group; Consolidated Turnover by Activity 
(Comparison between 1979 and 1980) 
(in millions of current francs, before tax) 























Consolidated turnover Amount of change _ 
Activity 1979 1980 Positive Negative 
Engine design and production 2,386 2,924 538 
Engine repair 364 380 16 
Industrial turboshaft engines 211 243 32 
Landing gear 684 865 181 
Nuclear 458 340 118 
Electronic 52 65 13 
Forge-foundry 64 86 22 
Miscellaneous aeronautical 
and nonaeronautical 178 276 98 
Totals 4,397 5,179 900 118 
Net change 782 


The |l8-percent increase in the SNECMA Group's consolidated turnover between 1979 and 
1980 is due primarily to developments in the following activities: 


a) Engine design and production (+538 million francs): in large part, the increase 
in SNECMA's deliveries of all types of Atar engines explains the sizable growth of 
this activity at group level. 


b) Landing gear (+181 million francs): this reflects the sizable increase in the 
turnover by our subsidiary Messier-Hispano-Bugatti. The increase is linked mainly 
to development of the civil programs (Airbus, Falcon, Boeing, and Douglas) and the 
increase in supplies of spares for the Airbuses in service. 


c) Nuclear (-118 million francs): the lower turnover for this activity reflects the 
drop caused by a decline in deliveries for the GERCOS-EURODIF program, which is near- 
ing completion. 


It should be noted that for 1979 and 1980, we have reclassified Hispano-Suiza's turn- 
over due to jet pipe repairs at Le Havre from “miscellaneous aeronautical and non- 
aeronautical" to “engine repair," 

Conclusion 

The year 1980 was a year of preparation for the future. 

In the field of design, the programs for the future M88 and M53-P2 engines were ac- 
celerated parallel with development of the various versions of the CFM56 family. The 
purpose of this overall design activity is to insure SNECMA's future in the years 


after 1985. 


In the field of production, manufacture of the new M53 and CFM56 engines got actively 
underway at the same time that production was continuing on the military and civil 
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engines powering fighter planes or commercial planes now in service, The production 
of these new engines is not yet reflected, however, in the turnover figures. 


In the field of marketing, contacts with our potential customers have been followed 
up very closely. As far as the CFM56 engine is concerned, efforts have been directed 
primarily at insuring the choice of that engine for new aircraft, In that respect, 
the decision by the U.S. Air Force to re-engine a KC-135 with CFM56's can be regarded 
as very promising, as can the launching of the Boeing 737-300 by Boeing. 


But the extent of the expense and risk borne by your company has increased due to 
the fact that an increasing share of the research, design, and development work, as 
well as test facility construction, must be financed from SNECMA's own resources. 


As far as personnel is concerned, we had to increase our staff by about 700 persons 
owing to the very rapid takvoff of the CFM56 fabrications and, to a lesser extent, 
the M53. But a sizable portion of the extra workload has been taken care of through 
outside purchases and, above all, by making very wide use of subcontractors located 
throughout the French territory. 


Organizationally, there was no change in the group's structure during 1980 except, 
as we pointed out under nuclear activities, in connection with the SORECOS repair 
and maintenance company. 


As far as accounting results are concerned, the final pretax profit dropped from 
91.3 million francs to 77.4 million francs, chiefly because of higher expenditures 
in preparation for the future, 


As far as employee profit sharing is concerned, implementation of the derogatory 
agreement signed with the employees' representatives and approved by the government 
in 1978 resulted in the setting up of a profit sharing reserve of 4.4 million francs, 
compared to 7,3 million francs for 1979, 


The corporation tax dropped considerably, going from 55.6 million to 20.6 million 
francs, notably because of the effect of the tax incentive for investment that was 
introduced by the law of 2 July 1979, Asa result of that measure, the after-tax 
result rose from 35.7 million to 56,8 million francs. 


As far as the allocation of 1980's results is concerned, your board of directors 
recommends the distribution of a dividend of 7,40 francs per share, compared to 
5 francs for last year. 


This dividend of 7.40 francs per share will represent a total distribution of 30.5 
million franes, resulting in an increase of 26,3 million francs in stockholders' 
equity through allocations to the legal reserve, the optional reserves, and retained 
earnings. 


Because of the financial requirements noted in the body of this report, those allo- 
cations are to be supplemented by an increase in capital. 
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General Auditors' Report Concerning the Auditing of Accounts for Fiscal 1980 
Gentlemen, 

Pursuant to the mandate given us by the presiding judge of the Court of Appeals 
through the decrees of 21 March 1975 and 5 March 1979 regarding respectively fiscal 
years 1975 through 1980 and 1979 and 1980, we have examined the balance sheet and 
financial statements for the fiscal year ending 31 December 1980. 

Below we present to you the general observations called forth by our work: 


l. Presentation of the balance sheet and income statements: valuation rules. 


We noted the following points as regards the presentation of documents and the methods 
of valuation. 


A) Presentation 


There were no changes with respect to the system used in drawing up the statements 
for the preceding year. 


B) Methods of Valuation 


These remained identical to those used in drawing up the statements for the preceding 
year. 


It seems desirable to draw attention to the setting up of the following reserves: 
a) Reserve for price increases: 41,202,468.08 francs. 


b) Reserve for investments, representing 50 percent of the employee profit sharing 
fund for fiscal 1979: 3,630,148.55 francs. 


c) Reserve for risks in connection with medium-term foreign credits: 14,921,596.00 
francs, 


In addition, the reserve for price increases set up in 1974 was taken back into prof- 
its for previous years at an amount of 1,592,809,36 francs. 


Changes in equity and results of the fiscal year. 


During the fiscal year, your company's equity position changed as follows [see the 
table on the following page). 
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The net position at the close of the preceding fiscal 
year, taking into account amortization and prescribed 





reserves but before allocation of the result, totaled: 1,172,250,988.63 francs 
The result for fiscal 1979 was; 35, 703,180.88 
From which the distributed profit 
was deducted: (20,578, 395.00) 
Leaving a balance of: 15,124,785.88 








That balance was allocated in accordance 
with the decisions of your general meeting 
of 26 June 1980, resulting in the follow- 
ing changes in the net position: 





Legal reserve: 1,785,159.04 
Retained earnings: 13,339 ,626.84 
15,124,785.88 15,124,785.88 








In addition, compliance with the rules in 
effect resulted in the following changes: 





Prescribed reserve for revaluation: (721,173.28) 
Special reserve for revaluation: (8,572,172.98) 
Prescribed amortization: (570,229.16) 
Reserve for price increases: 39,609,658. 72 
Reserve for investments: 3,630,148.55 
Reserve for risks in connection with 

medium-term foreign credits: 14,921,596.00 

48 , 297,827.85 48,297 ,827.85 











Resulting in a net position as of 31 December 1980 
(before allocation of the fiscal year's result) of: 1,235,773,602.36 francs 








The result for the fiscal year is reflected in a net profit of 56,776,106.2?7 francs. 
Organization costs still to be amortized amount to 181,440.00 francs. 


3. Special remarks required by law. 


During the fiscal year, no expenditure of a sumptuary nature, as covered by the law 
of 12 July 1965, was taken back by management into the taxable results for the fis- 
cal year. 


Your company contributed 65.87 percent of the capital in setting up SORECOS, Incorpo- 
rated. The face value of that firm's shares totals 197,600.00 francs. 


In accordance with article 223D of the CGI [General Tax Code], we draw your atten- 
tion to the fact that nondeductible amortization on private vehicles was reinstated 
for the purpose of determining the taxable result, at an amount of 32,035.42 francs. 


We have verified the authenticity of the information provided in the report by the 


board of directors and in the documents addressed to stockholders concerning the 
company's financial position and its accounts. 
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Hased on the procedures we have followed, we consider ourselves in a position to 
certify that the inventory, general operating account, profit and loss statement:, 
and balance sheet are in order and authentic. 

Done at Paris, 22 May 1981] 

Alain Robineau Gilles de Calan 

Auditors 


Special Report by the Auditors Concerning the Agreements Covered by Article 101 of 
the Law of 24 July 1966 


Gentlemen, 

Pursuant to article 101 of the law of 24 July 1966, following consultation with your 
board of directors and our examination of the corporate accounts, we draw your atten~ 
tion to the transactions carried out with the following enterprises. The amounts 
are presented exclusive of tax. 

A. New Agreements 

1. National Industrial Aerospace Company (SNIAS) 

Joint member of the board: Rene Ravaud, president-director general of SNECMA, 

By authorization of the board of directors dated 26 September 1979, a deposit granted 
by SNECMA with respect to the Customs Administration to an amount of 200 million 
francs. As of 31 December 1980, it totaled 199,120,000 francs. 

2. Standard agreement for the transfer of material to subsidiaries, as adopted by 
your board of directors on 5 December 1980 with a view to avoiding duplication and 
insuring better utilization of existing stocks. 


Sales price to be established by an expert from outside the company. 


The expert's fees are shared on a 50-50 basis. Disassembly is the responsibility of 
the transferor. Transportation and reassembly are the responsibility of the trans- 
feree. 

Payment: 30 days EOM, 10 days from date of invoice. 


3. Standard agreement with subsidiaries for short-term assignment of personnel. 


Ry authorization of your board of directors dated 13 December 1979 and taking effect 
on ] January 1980. 


Length of assignment in principle: 6 months, with possible extension. 


koimbursement for actual cost of employce compensation, plus a lump sum to cover the 
following costs: 


a) Social charges. 
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bb) Paid vacations and annual bonuses. 

c) Expense allewances. 

ad) Pro-rata share of management expense. 
e) Pro-rata share of training costs. 
Lump-sum fee: 

For executive personnel: 65 percent. 

For other categories: 80 percent. 


Payment: 30 days EOM, 10 days from date of invoice. 


4. Standard agreement with subsidiaries for assignments, generally of longer duration, 


of executives and acting executives. 

Ry authorization of your board of directors dated 13 December 1979. 
a) Indefinite period of assignment. 

b) Reimbursement: 

Based on provisional billing of costs and charges. 


Yearend adjustment to reflect actual charges (compensation and social charges) plus 
an additional 1 percent for retirement charges. 


Pro-rata share of any possible compensation for termination, or the entire cost if 
the responsibility of the user is legally binding. 


Pro-rata share of the carly retirement charge. 
Payment: 30 days EOM, 10 days from date of invoice. 


These two agreements on personnel assignments gave rise to the following billings 
in 1980: 


Billings by SNECMA to subsidiaries: 8,256,533.51 francs. 
Billings by subsidiaries to SNECMA: 164,278.71 francs. 


5. Agreement for the sale to Hispano-Suiza by SNECMA of 13 machines and items of 
equipment. 


Dated 17 April 1980 and authorized by your board of directors on 13 December 1979 
in an amount of 1.5 million francs. 


Billings are issued as the items are picked up. 
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Payment: within 60 days of receipt of invoice. 
Billings by SNECMA in 1980: 1,147,500.00 francs. 


6. Security provided by SNECMA on behalf of Hispano-Suiza for a long-term loan from 
the National Credit Bank totaling 80 million francs. 


Authorized by your board of directors on 5 March 1980. 

Commission: 0.25 percent per year. 

Commissions billed by SNECMA and not paid: 141,291.66 francs. 

7. Agreement for a partial sublease to Messier-Hispano-Bugatti at the Rungis Indus- 
trial Park, dated 28 January 1981 and authorized by your board of directors on 5 De- 


cember 1980. 


This agreement replaces the agreement dated 11 December 1972 due to a change of lo- 
cation. 


Its effective date is 1 October 1979, and its term is the same as that for the main 
lease from SILIC [expansion unknown] to SNECMA, 


The rent comprises the basic rent plus a pro-rata share of amortization for improve- 
ments, facilities, and equipment, a pro-rata share of SILIC's actual charges, and 
the expenses incurred and services provided by SNECMA. 


SNECMA's billings in 1980 were as follows: 





Sub lease : 1,270,306.00 francs 
Miscellaneous charges: 2,045,145.00 
Back billing for 1979: 299,623.50 

Total: 3,615,974.50 


8. Security on behalf of Messier-Hispano-Bugatti. 


Deposited with the National Credit Bank for 11 million francs, as authorized by your 
board of directors on 5 December 1980. 


Amount of loan: 10 million francs. 
Security commission of 0.25 percent per year. 
B. Old Agreements 


L. CFM International, Inc. 


Joint member of the board: SNECMA, a legal entity, represented by its president- 
director general, Rene Ravaud. 











a) According to Contract No 75-1 dated 20 April 1976 and endorsement dated 26 Decer 
ber 1979, 


The cost cf market analysis services to be provided in 1980 by CFM International, In- 
corporated was set at a lump-sum figure of $858,000. 


CFM International, Incorporated's billing for 1980 totaled $858,000, or 3,668,468. 36 
francs, plus $15,000 in remaining billings for 1979. 


b) According to Contract No 75-3 dated 20 April 1976 and endorsement dated 26 Decem- 
ber 1979. 


The billing for services provided by SNECMA amounted to $482,630, or 2,024,886.95 
francs, representing the lump-sum amount for 1980 of $473,000, to which was added 
travel expenses totaling $9,630. 


2. CFM International, S.A. 


Joint member of the board: SNECMA, a legal entity, represented by its president- 
director general, Rene Ravaud. 


a) According to Contract No 74-1 dated 26 September 1974 and endorsement dated 
26 December 1979. 


The cost of program management and market study services to be provided by CFM Inter- 
national, S.A. was set at a lump-sum figure of 2.78 million francs. 


Billings by CFM International, S.A. totaled 2.78 million francs. 


b) According to Contract No 74-2 dated 26 September 1974 and endorsement dated 
26 December 1979. 


The billing for services provided by SNECMA totaled 2,222,450.00 francs, comprising 
the lump-sum fee for 1980 (1,730,000.00 francs) and travel expenses (492,450.00 
francs). 


3. Industrial Studies and Projects Group, Incorporated (GERI). 


The company is headed by a manager in the person of Henri Forsans, secretary general 
of SNFCMA. 


Security granted by SNECMA as authorized by your board of directors on 27 March 1973 

free of costs and interest: 500,000.00 francs, covering a contract for the financing 
of realty leases with the Lease-Investment Company. 

4. tlispano-Suiza Company 

Joint member of the board: Rene Ravaud, president-director general of SNECMA. 

a) Agreement dated 2 June 1977 and endorsement dated 12 April 1978 concerning techni- 


cal assistance to be provided by SNFCMA in overseeing the management of the Berthiez 
Company. 














Assistance provided by SNECMA in 1980: 216,480.00 francs. 


b) Financial agreement dated 28 December 1977 relative to reimbursement of the bal- 
ance in cash in connection with the contribution to capital made on 20 December 1977. 


The interest rate varied between 11.50 and 13.25 percent. 


Of the 40 million francs in bridging loans covering the transfer of assets, part of 
which was repaid, the remaining balance due totals 30 million francs, and intcrest 
for 1980 was as follows: 


Paid by Hispano-Suiza: 2,871,458. 32 
Balance due from Hispano-Suiza: 939,166.66 
3,810,624.98 francs 





On the total balance in cash of 47,352,993.32 francs, which was fully repaid as of 
31 December 1980, there was interest as follows: 


Paid by Hispano-Suiza: 2,241,240. 30 
Balance due from Hispano-Suiza 243,170.11 
2,484,410.41 francs 





c) Subcontracting agreements dated 1l September 1978 and 6 December 1978. 


In implementation of the transfer document dated 14 December 1977. Total billing 
to SNECMA by Hispano-Suiza during 1980 relative to: 


Activity with the fast nuclear rcactor system: 23,258.91 francs 
SONATRACH [National Company for the Transport and Marketing of 
Hydrocarbons [Algeria]] contracts: 2,838,178.00 francs 


a) General assistance contract dated 18 December 1978. 


Under this contract, SNECMA agreed to provide its subsidiary with assistance in the 
technical, commercial, legal, administrative, accounting, tax, real estate, finan- 
cial, and social fields, but not assistance in connection with supplies and auditing, 
which will be oilled separately. 


The above-mentioned general assistance services will all be covered by the payment 
to SNECMA of a fee which, for fiscal 1980, was set at the lump-sum figure of 5 mil- 
lion francs. 

ce) Agreement of 28 December 1977 concerning SNECMA's assumption of responsibility 
for late penalties in connection with the contribution to capital of 20 December 


1977. 


Billing by Hispano-Suiza covering penalties charged in 1980: 47,248.39 francs. 
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f) Short-term reciprocal advances on current account between SNECMA and Hispano-Suiza. 
Special agreement dated 9 October 1979 in standard-agreement form. 

As of 31 December 1980, the advances totaled 189.5 miilion francs. 

The interest rate varied between 11.154 and 13.437 percent. 

Interest due from Hispano-Suiza for 1980 totals 10,677,210.49 francs. 

Of that amount, 6,196,816.64 francs have already been paid. 


g) Agreement concerning a medium-term advance from SNECMA to Hispano-Suiza dated 
9 October 1979. 


As authorized by your board of directors on 26 September 1979, the terms of this 
agreement are as follows: 


Maximum amount: 40 million francs. 

Term: from 24 to 30 months by tranche. 
Prime rate plus ] point. 

Advances in 1980 totaled 40 million francs. 


The interest rate varied between 12.50 and 14.25 percent, with total interest amount- 
ing to 5,482,777.75 francs. 


Of that amount, 4,128,333.31 francs have already been paid. 


h) Agreement concerning the sale of 32 machine tools to Hispano-Suiza by SNECMA, 
dated 18 December 1979. 


As authorized by your board of directors on 13 December 1979. 
Total amount of sale (firm price): 2,392,000.00 francs. 
Payment: 60 days after receipt of invoice. 

Rilling for deliveries in 1980: 1,353,500.00 francs. 


i) Agreement concerning th. sale of various parcels of real estate in Bois-Colombes 
to Hispano-Suiza by SNECMA, dated 18 December 1979. 


As authorized by your board of directors on 13 December 1979. 
The interest rate varied between 11.50 and 13 percent. 


The balance due on the sale had been fully paid as of 31 December 1980. 
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Interest due from Hispano-Suiza for 1980; 573,670.39 francs, 
Of that amount, 516,811.22 francs have already been paid. 


j) Agreement concerning the sale to Hispano-Suiza by SNECMA of equipment in Le Havre, 
dated 25 May 1979. Effective date: 1 January 1979, 


This equipment had been covered by lease since 18 December 1964. Your board of di- 
rectors authorized its sale on 10 May 1979 for an amount of 4.4 million francs pay- 
able in six quarterly installments, with interest at the prime rate. 

Interest for 1980 totaled 227,107.01 francs. 

Of that amount, 204,597.63 francs have already been paid. 

The last installment was paid on 31 December 1980. 

The interest rate varied between 11.50 and 13.25 percent. 

5. Mossier-Hispano-Bugatti 


Joint member of the board: SNELMA, a legal entity, represented by its president- 
director general, Rene Ravaud. 


a) Security deposit with the National Credit Bank in the amount of 15 million francs, 
as authorized by your board of directors on 26 September 1979, 


Amount of the loan as of 31 December 1980: 14, 732,847.57 francs. 


Security commission of 0.25 percent annually, billed in 1980 and unpaid as of 31 De- 
cember 1980: 44,730.71 francs. 


b) Security deposited by SNECMA on long-term loans by SADE [expansion unknown], free 
of costs and interest, as authorized by the board of directors on 27 June 1972. 


Amount of the security: 5,352,688.00 francs. 


c) Agreoment concerning reciprocal advances on current account, dated 9 October 1979, 
in standard-agreement form. 


My. amount of advances from SNPCMA varied between 6.5 million frances and 15 million 
francs and was fully paid off as of 31 December 1980. 


The interest rate varied between 11.180 and 12.883 percent. 
Amount of interest due for 1980: 439,171.17 francs. 


Of that amount, 239,619.50 francs have already been paid. 
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6. Sochata SNECMA 
Joint member of the board: Rene Ravaud, president-director general of SNECMA. 


a) Agreement for the lease by SNECMA of land and buildings in Billancourt, dated 
9 May 1975. 


Lease fee for 1980 charged by SNECMA: 1,768,323.00 francs. 
b) Agreement concerming administrative and technical assistance dated 16 October 1975. 
Billing by SNECMA for 1980: 1,059,566.40 francs, 


c) Agreements for reciprocal advances on current account, dated 16 October 1975, in 
standard-agreement form, 


Interest due for 1980: 1,275,002.06 francs. 
Of that amount, 617,201.52 francs have now been paid, 


The advances varied between 5 million francs and 20 million francs, with an unpaid 
balance of 10 million francs as of 31 December 1980. 


The interest rate varied between 11.239 and 12.965 percent. 
Paris, 31 March 1981 


G. de Calan A. Robineau 
Auditors 
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kesolutions Adopted at the Regular General Meeting of 25 June 1981 
First Resolution 


Having heard the reading of the report by the board of directors, the auditor's re- 
ports, and the oral explanations by the president, and noting that in accordance with 
the law, the exhibits and documents concerning this meeting have been supplied to the 
Joint Production Committee, the stockholders approve the balance sheet and financial 
statements drawn up on 31 December 1980 as prepared and presented to them. 


Second Resolution 


The stockholders resolve to allocate as follows the profit balance shown in the 
Profit and Loss Account for fiscal 1980, totaling 56,776,106.27 francs: 


To the Legal Reserve: 5 percent of the profit 2,838,805, 31 
To the Optional Reserves account: the amount in the 1974 

reserve for price increases: 1,592,809, 36 
To the distribution of dividends for fiscai 1980: 30 ,456,024.60 
Retained earnings: 21,888 ,467.00 





56,776,106.27 francs 


Por each of the shares numbered from 1 to 4,115,679, the dividend to be distributed 
represents an amount of 7.40 francs per fully paid-up share. 


This dividend will be paid beginning on 1 July 1981, 


In accordance with the provisions of article 47 of Law No 65,566 dated 12 July 1965, 
the table below shows the net dividend per share and the corresponding tax credit 
for the dividend being distributed this year and those distributed during the 3 pre- 
ceding fiscal years. 











Year Net Dividend Tax Credit 
1978 7.10 3,35 
1979 7.10 3.55 
1980 5.00 2.50 
1981 7.40 3.70 


Third Resolution 

laving heard the reading of the auditors' special report on transactions as provided 
in article 101 of the law of 24 July 1966, the stockholders declare their approval 
of those transactions. 


Fourth Resolution 


The stockholders give the board of directors final discharge from its management 
for fiscal 1980. 
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riftth kesolution 


The stockholders note the appointment, by decree dated 31 July 1980, of Michel 
Albert as director representing the government on behalf of the Ministry of Economy. 


Mr Albert's term will expire on 1 August 1983. 


The stockholders also note the appointment, by decree dated 2 September 1980, of Paul 
Tugaye as director representing the government on behalf cof the Ministry of Defense. 


Mr Tugaye's term will expire on 1 September 1983. 

Sixth Resolution 

The stockholders, acting on the advice of the minister of defense, renew the term of 
office of Mr Meesemaecker, director representing the stockholders, for a period of 

6 years--that is, until the date of the general meeting that will be held to consid- 
er the financial statements for fiscal 1986. 

Seventh Resolution 

The stockholders note the appointment, by order of the presiding judge of the Paris 

Court of Appeals, of Alain Robineau and Gilles de Calan as auditors for a period of 

6 years, from fiscal 1980 to fiscal 1986 inclusively. 

Eighth Resolution 

The stockholders resolve to set the auditors' fee for fiscal 1981 at 120,000 francs, 


Ninth Resolution 


The stockholders resolve to set at 30,000 francs for fiscal 1981 the fee for the 
Joint Production Committee's certified accountant. 


Tenth Resolution 


Full authority is given to the bearer of these presents to cause to be published 
wherever necessary, and particularly in the JOURNAL OFFICIEL, in accordance with 
the provisions of the law of 21 March 1947, the balance sheet and financial state- 
ments for fiscal 1980, the reports by the board of directors and the auditors, and 
the resolutions adopted at this general meeting. 
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SNECMA; Ralance Sheet, General Operating Account, and 





General Profit and Loss Statement as of 3] December 1980 


Changes in the Structure of the Balance Sheet 


(after allocation of the results) 


In millions of francs 


31 Dec 1978 31 Dec 1979 31 Dec 1980 





Assets 
Fixed assets 
Stock and inventories 
Current assets 
Total 


Liabilities 
Stockholders' equity 
Reserves for expenses and losses 
Long- and medium-term debt 
Short-term debt 

Total 





at 


1,165.6 
86.0 
1,418.3 


3,442.6 


6,112.5 


1,188.2 
125.6 
1,644.2 


3,636.9 


6,594.9 


1,262.7 
186.6 
1,987.8 


4,599.5 


8,036.6 
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SNECMA Group: Consolidated Financial Statements as of 31 December 1980 


The choice of companies to be included in the consolidation depends basically on two 
conditions: 


The voting stock held by SNECMA must be equal to at least one-third. 
The threstold of 1 million francs in turnover and net position must be reached. 
The consolidation methods applied are the following: 


The accounts of subsidiaries in which SNECMA is practically the only stockholder or 
holds more than 50 percent of the capital have been included in their entirety, item 
by item, with minority interests being recorded on the liability side of the balance 
sheet. 


Economic interest groups and companies in which SNECMA is associated with several 
stockholders have been prorated--that is, included up to the percentage of their 
net position that corresponds to the share of capital held by SNECMA. 


Dividends received from consolidated subsidiaries have been eliminated in determining 
the result. 


All reciprocal accounts between the parent company and its subsidiaries have been 
eliminated. 


As a result, the consolidated financial statements include the following companies 
or economic interest groups: 


1. Included in their entirety, item by item: 


Sochata SNECMA 
Hispano-Suiza 
Messier-Hispano-Bugatti 


2. Prorated: 


SEP [European Propulsion Company] 
Martin-Baker, a mixed-economy company 
CGTM 

CFM International, S.A. 

GFRCOS 

GRTS 
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ECONOMIC GREECE 


AGREEMENTS FOR OIL PURCHASES FROM SYRIA, IRAQ SIGNED 
Athens TO VIMA in Greek 29 Dec 81 p 2 


[fext7 Deputy Commerce Minister 1. Papaspyrou signed agreements with the governments 
of Syria and Iraq for the purchase of 2 million tons of ofl. More particularly, 

the arreements provide for Greece to buy from Syria 500,000 tons of crude oil at 

30 dollars per barrel and from Jraq 1.5 million tons at prices to be determined 

by OPEC, 


During his visits realized before Christmas, Papaspyrou also had the opportunity 
to discusa with appropriate ministers in Damascus and Baghdad the possibility of 
expanding trade relations. To the Iraquis he proposed the purchase of large 
quantities of Greek tobacco, cotton and other products, and the construction by 
Greek technical firms of infrastructure projects and houses on the basis of the 
Iraqui government program which provides for building 500,000 houses. 


These proposals will be discussed again during the inter-ministerial meeting in 
March 1982 which among other things will also discuss the possibility of estab- 
lishing a joint enterprise for the construction in Iraq of an alumina-producing 
plant. For its operation the plant will use Greek bauxite. 


Auring the talkg7 with the Syrian goverment it was decided to set up a joint 
Greek-Syrian committee which will study various ways to further Greek-Syrian 
relations. While in Damascus Papaspyrou also discussed the question of a railroad 
line /sic/ between Volos and Latakia with special ferryboate which is anticipated 
to be inaugurated in 1982, Jordan and Iran expressed interest in extending this 
line, 


On Christmas day, Papaspyrou visited Amman, Jordan, and held talke with the 
minister of commerce on developing trade relations between the two countries and 
the minister invited Papaspyrou to visit Jordan at the end of May to sign a new 


trade agreement. 


7520 
cso: 621/123 
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SCONOMIC GRESCE 


BRIEFS 


PRICE INDEX UP--The official statistical data show that housewives in November 
paid ) percent more for foodstuffs than in October. More analytically, the 
November higher percentages for various consumer goods were as follows: food~- 
stuffs, 4 percent; clothing and shoes, 2.9 percent; durable goods and items of 
immediate consumption, 2 percent; housing, 0.7 percent; health and personal care, 
0.5 percent; alcoholic beverages and tobacco, 0.4 percent; transportation and 
communications, 0.3 percent; and education and recreation, 0.2 percent. There 
was a drop of ] percent in the price of other goods. The overall price index 
(cost of living) increased by 2.1 percent in November, In the meantime, the price 
index during the January-November 1981 9-month period reached a level of 24.7 
percent compared to the corresponding 1980 period, while in November 1981 it 
reached 23,8 percent compared to November 1960. ‘The outlook for December 1962 
is that the price index will rise by about 3 percent. /Bxcerpt/ /Athens 
RIZOSPASTIS in Greek 29 Dec 81 p1/ 7520 


CSO: 621/123 
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ECONOMIC 
PORTUGAL 


OPINION POLL REFLECTS INCREASING PESSIMISM ABOUT ECONOMY 
Lisbon EXPRESSO in Portuguese 5 Dec 81 pp 12, 13 


[Text] The poll here presented was taken by MARKTEST 

for EXPRESSO on 21 and 22 November in four representative 
cities of the continent--Lisbon, Porto, Viseu and Evora. 

The poll used a sampling of 400 individuals of both sexes 
having voting rights, aged 18 to 65 and equally distributed 
among the four cities. The maximum error in the percentages 

of each answer is estimated at 5 percent of the overall figure 
represented by the population of the four chosen cities (degree 
of confidence: 0.95 percent). 


Pessimism about the economic situation has been felt at all levels of Portuguese 
society, even among the strata who support the present executive branch of the AD 
[Democratic Alliance]. This is the conclusion which can be drawn from a recent poll 
taken exclusively for EXPRESSO by MARKTEST, in which the opinions of Porguguese men 
and women on the economy and austerity measures are heard. The vast majority of 

those interviewed (74.5 percent) believe that the country's present economic situation 
is bad or very bad, while only 3 percent consider it good or even very good (Table I). 
Among the individuals interviewed 63 percent of those who voted for the AD in the 

last legislative election expressed an unfavorable opinion on the economic situation. 
That figure rose to 77 percent among those who voted for the FRS [Socialist Republican 
Front} and 94 percent among those who voted for the APU [United People Alliance]. 


Table I Values in Percentages 


In your opinion, what is the status 
of the country's economic situation? 


Total AD RS APU Others Lisbon Evora Viseu Porto 





Very good 1.0 2.3 0.0 2.0 0.0 0.0 0.0 2.0 2.0 
Good 2.0 2.3 et VSG 3.1 2.0 3.0 3.0 0.0 
Neither good 

nor bad 21.7 %.8 22.0 4.0 19.4 17.0 20.0 28.0 22.0 
Bad 36.0 33.8 42.9 24.0 38.0 42.0 37.0 36.0 29.0 
Very bad 38.5 29.2 34.1 70.0 38.8 39 .0 37.0 31.0 47.0 
No Opinion 0.8 1.8 9.08 6.8 0.8 0.0 3.0 0.0 0.0 
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Negative opinions are expressed more in large urban centers--81 percent of those 
interviewed in Lisbon and 76 percent of those in Porto. In Evora the figure is 
also rather high--74 percent, while in Viseu it is about 67 percent. Thus, there 
seems to be an unfavorable outlook both in rural areas and in the cities, although 
the economic crisis is being felt with greater intensity in urban centers. 


The Portuguese are also rather severe in evaluating this year's situation compared 
with 1980 (Table Il). While 65.5 percent of those interviewed think that the overall 
picture got worse, only 8.5 percent admit that there was any better situation. This 
evaluation was even expressed among the FRS and APU electorates--78 and 86 percent, 
respectively, say the situation has become worse. Moreover, it should be noted that 
12.3 percent of those interviewed belonging to the AD electorate are of the opinion 
that the economy should improve this year. 


Regional variations in the answer to this question are of the same type as those 
which occurred in the previous questions-~a worsening of the situation, which most 
of the interviewees admit, occurs with greater intensity in urban centers. 


Table Il Values in percentages 


How do you think the economic situation evolved compared to 1980? 


Total Lisbon Evora Viseu Porto 
Improved 8.5 6.0 8.0 12.0 8.0 
Stayed the same 24.5 25.0 27.0 27.0 19.0 
Got worse 65.5 68.0 65.0 57.0 72.0 
No opinion Fe 1.0 0.0 4.0 1.0 


Less Purchasing Power 


The same negative outlook on the economic situation is verified when those interviewed 
express their opinion on the variation in their standard of living. More than half 

of those interviewed believe their purchasing power has decreased in relation to 

the same period of 1974 (Table 111). This opinion is greater among the APU elector- 
ate (68 percent), followed by that of the FRS (61.5 percent) and that of the AD 

(48.6 percent). 


However, in this regard, many of those who think the economic situation worsened in 
recent times believe that, even so, their purchasing power did not decrease in the 
past 7 years: 14.8 percent believe it remained the same and 27.7 percent believe 

it even increased. The percentage of those who proclaim that their standard of 
living rose is rather homogeneous in relation to various sectors of the electorate-- 
27.7 percent for the AD, 31.9 percent for the FRS and 24 percent for the APU. 


With regard to districts, it is curious to note that only in Viseu does the number 
of those who saw their standard of living deteriorate during the period in question 
not reach an absolute majority (48 percent). Concurrently, it is also in this area 
that a larger number of persons think their purchasing power increased--36 percent 
of those interviewed. 
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Table L1l Values in percentages 


How did your purchasing power change in relation to 1974? 


Total Lisbon Evora Viseu Porto 
Improved 27.7 16.0 27.0 36.0 32.0 
Stayed the same 14.8 18.0 11.0 15.0 15.0 
Got worse 56.2 63.0 62.0 48.0 52.0 
No opinion 1.2 3.0 0.0 1.0 1.0 


Tighten the Belt 


Another significant factor in this EXPRESSO/MARKTEST poll is that a majority of the 
interviewees have a clear idea about: what austerity measures is most necessary 
(Table IV). In truth, about 34 percent think that such a measure should consist of 
limitations to wage increases, whereas the other points suggested in the survey do 
not individually chalk up 20 percent favorable answers: 18.7 percent for tax 
increases, 17.2 percent for credit restrictions, 5.8 percent for increases in food 
prices (a measure which is least favorably received) and 10.5 percent for fuel price 
increases. 


Preference for wage limitations as the most necessary measure is evidenced even 
among the FRS and APU electorates (35.2 and 26 percent, respectively), showing a 
certain inciination to tighten one's belt in strata which are preferentially made 
up of salaried employees (among the AD electorate this figure is about 41 percent). 


In Lisbon and Porto, large industrial areas, the need to limit wage increases is 
viewed less favorably than in Evora and Viseu, predominantly agricultural cities: 

29 and 21 percent for the first two compared with 41 and 44 percent for the second 
two. In Porto, credit restructions, opted by 23 percent of the interviewees, 
receives a greater number of favorable opinions than wage restrictions, whereas in 
the capital, the latter measure continuing to lead, tax increases receives 26 percent 
of the favorable opinions. 


Table IV Values in percentages 


Which austerity measure do you consider most necessary? 


Total Lisbon Evora Viseu Porto 
Wage limitations 33.7 29.0 41.0 44.0 21.0 
Tax increases 18.7 26.0 15.0 14.0 20.0 
Credit restrictions 17.2 16.0 13.0 17.0 23.0 
Higher food prices 5.8 4.0 3.0 7.0 9.0 
Higher fuel prices 10.5 12.0 3.0 11.0 16.0 
None 5.0 2.0 7.0 4.0 7.0 
No opinion 13.3 13.0 19.0 8.0 13.0 
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Against Higher Food Prices 


As for the measure which the interviewees consider the least necessary (Table V), 
the answer of the majority points unanimously toward higher food prices: almost 

54 percent of those interviewed believe that the prices of food products should not 
be increased as a means of combating the economic crisis. Moreover, it is also the 
opinion of those approached that an increase in the price of foodstuffs is the 
austerity measure which would affect them the most (Table VI). This is the opinion 
of 5 percent of those interviewed. And that figure remains the same, with only 
slight variations, for the various electorate groups and geographical areas. On 
the other hand, credit restrictions is the measure least felt--only 4.5 percent of 
all these interviewed cite that measure. 


Table V Values in percentages 


What austerity measure do you consider the least necessary? 


Total Lisbon Evora Viseu Porto 
Wage limitations ee 6.0 7.0 4.0 5.0 
Tax increases 19.0 10.0 24.0 24.0 18.0 
Credit restrictions 7.8 9.0 4.0 11.0 7.0 
Higher food prices 53.7 70.0 47.0 42.0 56.0 
Higher fuel prices 14.5 15.0 9.0 18.0 16.0 
None 1.2 0.0 4.0 1.0 0.0 
Table VI Values in percentages 

What austerity measure most affects you? 

Total Lisbon Evora Viseu Porto 
Wage limitations 13.8 12.0 18.0 11.0 14.0 
Tax increases 15.3 18.0 13.0 18.0 12.0 
Credit restrictions 4.5 5.0 7.0 1.0 5.0 
Higher food prices 59.0 57.0 59.0 59.0 61.0 
Higher fuel prices 16.2 18.0 11.0 15.0 21.0 
None 0.2 0.0 0.0 1.0 0.0 
No opinion 2.0 2.0 2.0 2.0 2.0 


An overall majority of those interviewed disagree with the austerity measures 
taken by the present government--25.2 percent disagree in part and 26.2 percent 
disagree completely (Table VII). 


logically, the AD electorate shows the highest level of agreement, although, even 
here, disapproval reaches almost 35 percent (20 percent agree completely, 36.9 
percent agree in part, 7.7 percent neither agree nor disagree, 27.7 percent disagree 
in part and 6.9 percent disagree completely). Among the FRS electorate only Sad 
percent agree completely and 23.1 percent agree in part, while 30.8 percent disagree 
in part and another 30.8 percent disagree completely. The APU electorate turns out 
to be much more in disagreement: none of its constituents claimed to be totally in 
favor, only 8 percent agrees in part, 26 percent disagrees in part and 64 percent 
disagrees completely. 
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Table VIL Values in percentages 
Do you agree with this government's austerity measures? 


Total AD FRS APU Others Lisbon Evora Viseu Porto 








Agree completely 11.0 20.0 5.5 0.0 10.1 6.0 14.0 16.0 8.0 
Agree in part 27.2 %.9 23.3 8.0 27.9 30.0 23.0 29.0 27.0 
Neither agree 

nor disagree 9.3 7.7 8.8 2.0 14.0 8.0 10.0 13.0 6.0 
Disagree in part 25.2 27.7 30.8 26.0 18.6 30.0 23.0 21.0 27.0 
Disagree completely 26.2 6.9 30.8 64.0 27.9 26.0 29.0 19.0 31.0 
No opinion 1.0 0.8 1.1 0.0 1.6 0.0 1.0 2.0 1.0 


The Wealthier Benefited 

Most of those interviewed are inclined to think that the austerity measures provide 
more benefit to the wealthier class; this accounts for 46.5 percent of those contacted, 
while only 9 percent believe that this policy will favor the poorer class (Table VIII). 
Meanwhile, 28.2 percent believe the austerity measures will benefit the country in 
general and 14 percent believe that the government will profit most. 

Table VIII Values in Percentages 


Who will benefit from the austerity measures? 


Total AD FRS APU Others Lisbon Evora Viseu Porto 








Government 14.0 12.3 8.8 20.0 17.1 14.0 21.0 9.0 12.0 
Entire country 28.2 43.8 15.4 6.0 30.2 28.0 32.0 35.0 18.0 
Wealthy class 46.5 27.7 69.2 68.0 41.1 48.0 39.0 37.0 62.0 
Poorer class 9.6 12.3 66 6.0 8.5 6.0 5.0 15.0 10.0 
No opinion 4.8 6.2 323 4&6 4.7 6.0 6.0 7.0 0.0 


A large majority of the FRS and APU voters (69.2 and 68 percent, respectively) are 

ef the opinion that austerity favors the wealthy. Among the AD electorate this 

figure drops to 27.7 percent. For those who support the government coalition it is 
the country in general which benefits--43.8 percent expressed that opinion. Generally 
speaking, neither the government nor the poor are considered by any of the three 
electorate groups to benefit from the austerity measures. 


The interviewees consider that poor government administration is the principal 
reason for the present economic situation, closely followed by the international 
economic crisis and poor productivity (Table IX). Poor government administration 
is thought by 40.5 percent of those contacted to be the principal factor leading 
to the need for austerity measures, while 36.2 percent placed the blame on the 
international economic crisis. Curiously, those who placed the blame on the 
labor conflicts as the cause of the present crisis are very few in numbe r--only 
13.5 percent of those interviewed cite that factor. 
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fable IX Values in percentages 
In your opinion, what brought on the need for austerity measures? 


Total AD FRS APU Others Lisbon Evora Viseu Porto 





Poor governmen 
administration 40.5 25.4 41.8 68.0 44.2 42.0 38.0 34.0 48.0 


International 
economic crisis 36.2 41.5 33.0 32.0 34.9 52.0 32.0 22.0 39.0 
Labor conflicts 13.5 17.2? 6.6 16.0 13.2 12.0 8.0 12.9 22.0 
Poor productivity 35.0 49.2 28.6 26.0 28.7 47.0 29.0 33.0 31.0 
Factors beyond 
control 17.2 22.3 15.4 12.0 15.5 12.0 12.0 23.0 22.0 
No opinion 3.7? 3.8 2.2 6.0 3.9 4.0 4.0 1.0 4.0 


However, the response of the interviewees to this last question is quite variable. 
In the opinion of the AD electorate, poor productivity is the principal cause of the 
economic situation (49.2 percent). In that of the FRS and APU electorates, the 
cause is poor government administration (41.8 and 68 percent, respectively). A 
significant part of the supporters of the government coalition also think that the 
international crisis contributed substantially to the need for austerity measures, 
while only one-third of the APU and FRS voters expressed that opinon. 


In short, it can be said that the results of this survey reveal that, in view of the 
present economic crisis facing the country, austerity measures are being viewed as 
inevitable by the electorate (although there are differences of opinion with regard 
to its causes and the manner of implementing those measures). On the other hand, 

it is obvious that, whatever government is in power, it will always be faced with a 
high degree of unpopularity in attempting to institute such a restrictive policy. 
That unpopularity may vary in accordance with the number of constituents who 

benefit from the measures taken. For the present regime this desert crossing in 

the form of economic policy may, therefore, be a decisive test. 


8568 
csO: 3101/16 
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ECONOMIC TURKEY 


FINANCE MINISTER ERDEM DISCUSSES 1982 BUDGET 
Istanbul MILLIYET in Turkish 2 Dec 81 p 8 
[Article by Erdem: "The Budget Will Bring Relief for Government Employees."] 


[Text] Ankara (Special) - In a press conference organized to 
deal with the budget, the Minister of Finance stated, "The 
same increases of up to 25 percent in the monthly salaries of 
government employees will be carried over to the pensions of 
those who are retired." 


In revealing that the 1982 budget has been fixed at 1 trillion 
815 billion lira, Erdem said, "The monthly salary coefficient 
for employees has been raised from 25 to 30. An increase in 
supplementary payments will be realized." 


In a press conference which he organized yesterday, finance minister Kaya Erdem 
revealed that the budget proposal for the 1982 fiscal year has been set at l 
trillion 815 billion lira, and he stated that with this budget increases of up to 
25 percent in the monthly salaries of government employees would be realized. The 
minister announced that the government salary coefficient will be raised from 25 
to 30 and that the cutbacks being made in the Government Employees Mutual Aid 
Society will be ended. He also said, "This budget will be a budget which will 
succeed in having the state give back more to society tomorrow than it takes from 
its citizens today." The minister furthermore noted that the first installment 

of tax differences arising from collective agreements would be paid this month 
and the second installment in May. "As for workers in shops where the collective 
agreement ends after this date, to them the first installment on these differen- 
ces will be paid one month after the month in which the agreement was signed, 

and the second installment will be paid six months later," he said. 


Finance Minister Erdem later touched on the subject of banking and indicated 
that private bankers who go outside the Capital Market Law, take on functions 
given exclusively to the chartered banks, and become active in these areas, must 
in no manner be tolerated. "I suggest that people with savings look beyond high 
interest rates alone and not endanger their capital,” he said. 


Kaya Erdem also noted that the goals set for 1981 had in large measure been 
attained and that in certain areas the goals had even been exceeded. He con- 


tinued his speech as follows: 
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“tte coals set Tot Lv5t have tu lalge meaotile bec allatuct, attd im cerlatu 
areas they have even been exceeded. 


“Tt can be said that the 1981 inflation rate will remain below the forecasted 40 
percent mark. In reducing inflation to this level, the realization of the revenue 
expected from the changes brought about in the tax laws has had some important 
effect, and, thanks to the application of a disciplined budget policy, the very 
restricted recourse to Central Bank resources and the controlled magnitude of 
monetary credit have also had important effects. 


"It is expected that an increase in the neighborhood of 4.4 percent will be 
realized in 1981's GNP. 


"As for the balance of payments, our exports of the first ten months increased by 
66 percent over the corresponding period in 1980 to reach 3.5 billion dollars. 

It can be estimated that by the end of 1981 our exports which were forecasted for 
3.5 billion dollars will attain the 4.5 billion dollar mark. 


“Imports for the period January to September 1981 increased 21 percent over the 
same period in 1980 to reach 6.5 billion dollars. It appears that by the end of 
the year imports forecasted at 9 billion dollars will actually be 8.8 billion 
dollars. 


“Workers' remittances from abroad are estimated to reach 2.5 billion dollars by 
the end of the year. 


"Coming to the topic of credit this year from foreign countries, agreements have 
been signed for the 492 million dollar portion falling to Germany, France, the 
United States, Belgium, Canada, Holland, and Great Britain, from the total 970 
million dollars in credit which the OECD-member countries undertook to extend 
for 1981. Of this credit facility 123 million dollars are for projects, and 369 
million dollars are for programs. 


"This year the total foreign credit facility obtained has reached 2 billion 152 
million dollars. This year the use of project credits has reached 750 million 
dollars, and the use of program credits has reached 850 billion dllars. 


“as for our medium- and long-range foreign debt burden, capital and interest owing 
reached a total of 20 billion dollars. 


"lt is estimated that expenditures, which reached 820 million lira by the end of 

October 1981, will be 1 trillion 630 biilion lira by the end of the fiscal year. 

Although the most recent figures on budgeted income are still being evaluated, it 
appears that by the end of the fiscal year income sufficient to meet budgeted ex- 
penses will be secured, and thus the 1981 budget will be balanced. 


“The increase in conso)idated 1981 budge funds is 16 percent relative to opening 
funds, while the increase in the expense estimate is only 4.6 percent relative 

to the opening budget. If one notes that expenditures in the 1978 to 1980 period 
fluctuated between 30 and 50 percent from the opening budget figures, this measure 
of 4.6 percent must be accepted as an indication that we are getting results from 
our efforts exerted toward securing budget discipline. 





"T would like to emphasize once again that the basic goal of our government in 
this regard is to see the fiscal budget for 1981 applied in such a way as to close 
balanced for the year. 


"In the budget proposal for 1982, all the economic and social problems of our 
country are taken into consideration. The proposal has been prepared in a manner 
to incorporate a fiscal policy directed toward solving these problems. 


“At the same time the 1982 budget is also directed with the aim of fighting infla- 
tion. This budget contains mechanisms for mobilizing our country's productive 
powers toward growth and industrialization. 


“The budget proposed for the 1982 fiscal year is fixed at 1 trillion 815 billion 
lira. Funds are allocated 490 billion lira to personnel expenses, 352 billion lira 
to other current expenses, 381.7 tillion lira to iavestment, and 591.3 billion lira 
to transfer payments. 


“The 1982 fiscal year's budget increase in expenditures is 11.3 percent over 
that estimated for the twelve months of the 1981 fiscal year, and it is 33.6 percent 
over the ten-month expense estimate. 


"The 1982 fiscal year budget's increase is 11.3 percent over the estimated expendi- 
tures for the twelve months of fiscal 1981, and 33.6 percent over the ten-month 
expense estimate. The size of this budget is attainable vis-a-vis a targeted in- 
flation rate of 25 percent and an economic growth rate of 4.4 percent. 


“In determining the allocation of investment funds, as was done in the 1981 budget, 
first priority was given to the energy sector which has created bottlenecks in the 
economy, and second priority was given to completing half-finished investments 

and opening them to production. 


“As for transfer payments, these reached 591.3 billion lira, not counting aid from 
the Treasury. Of this substantial figure the largest portions were payments of 
221.5 billion *ira to SEE (State Economic Enterprises), 46.5 billion lira 

toward the foreign debt, 44.3 billiun lira to internal debt, and 60 billion lira 
to the Turkish Pension Fund, 


“With this budget, whatever relief possible in the circumstances for government 
employees is undertaken. 


" 1- The government employee's monthly salary coefficient has been raised from 
25 to 30. 


< 


be reset to run from 350 to 1400, and by this means an extra improvement will be 
brought in for government employees. 


" 2. The monthly salary indicator which begins at 300 points and ends at 1200 wiil 


" 3_ With the changes being made in the salary schedule, the losses suffered by 
employees whose promotions have been delayed due to lack of positions will be 
largely resolved. 





" 4- From another angle, the coefficient for supplementary payments which its now 
six will be fixed at eight, and there will be movement towards raising this element 
of salaries. 


“ 5S. The cutbacks being made to the Government Employees Mutual Aid Society will 
be ended, and thus the current discrimination in this regard toward those working 
in the public sector will be eliminated. 


" 6 In accordance with the Travel Allowance Law the daily stipend and reimburse- 
ments have been raised in the neighborhood of 40 percent. But the real improvement 
in this regard will be secured with changes to pe made in the Travel Allowance 

Law. Specifically, the travel allowances of our officials who are transferred to 
new appointments will be increased to meet the realistic needs of today's costs, 
and the financial difficulties faced by our officials during their change of duties 
will be largely eliminated. 


" 7_ Increases up to an average of 25 percent will be made in the salaries of 
government employees. 


“ 8. The same arrangements are being made for pensioners, and an increase in 
the neighborhood of 25 percent will be secured in the monthly payments retired 
employees. 


Public Sector Investments 
“The state economic enterprises have been assigned the function of investing 
477 billion lira in 1982. This amount has been forecasted to come to 221.5 billion 


lira from the 1982 budget, 10 billion lira from State Investment Bank resources 
and foreign investment credits. 


“Tn this situation, considering the limitations of the state's existing resources, 
it is clear that the SEE will be able to achieve their investments with the crea- 
tion of a 100 million lira fund and that for this reason organizations in their 

investment spendings must definitely avoid undertakings exceeding their resources. 


“As in the past year, so also in 1982 the SEE will definitely not have recourse to 
Central Bank resources to finance their operating deficits." 


inancing the 1982 Budget 


“To finance the cousolidated state budget for the 1982 fiscal year, a total 
budget of 1 trillion 815 billion lira is forecasted, made up of 


" 1- 1 trillion 726 billion lira general budget income, 
" 2. 24 billion lira supplementary budget income, and 
" 3. 65 billion lira from internal borrowing." 


“General budget income is composed of 
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" a) 1 trillion 459.5 billion lira from taxes, 
" b) 146.5 billion lira from non-tax sources, and 
" c¢) 120 billion lira from special income and funds. 


"It is agreed that 1982 budget incomes will increase by 11.3 percent over 1981. 
But the year's increase for 1982 as prepared for ten months is 33.6 percent. 


“Of tax revenue 62.6 percent is expected from income taxes. This amunts to 
914.5 billion lira. 


“Tax revenue from capital taxes has been estimated to reach 24.1 billion lira. 


“Property taxes are expected to reach 191.6 billion lira, and thus an increase 
of 7.2 percent will be obtained. 


“Tax revenue on services is estimated at 163.1 billion lira. 


“With an increase of 13.1 percent, 166.2 billion lira is expected to be secured 
from external trade taxes. 


“Certain taxes which present a great burden for the tax office but which are not 
significant in terms of the revenue produced will be simplified. 


“On the other hand, with the establishment of tax courts the current judicial 
system is being abandoned and a transition is being made to a two-step court 
process for tax." 


Tax Inspection 


"Up to today a total of 225 thousand taxpayers have been inspected. Our goal in 
these inspections will be to validate such questions of frequent complaint re- 
cently as whether or not taxpayers have kept their invoices and similar documents 
in good order and whether or not they have entered revenues into their accounting 
records. 


“The personnel entrusted with this task will go to the taxpayers' places of 
work, ascertain the day's revenue, observe whether or not invoices and other 
documents are kept, and make a comparison with the revenue from other times 
of the year. 


"On the other hand, control will meanwhile continue over such things as the 
orderly presentation of advertising, bills of landing, customer lists, passenger 
Lists and other documents and the keeping of accounting records. 


"Since 12 September 1980, Turkey as a society and as an economy has greatly 
mobilized to remove the obstacles in our path. 


") belteve that our budget, drawn up with this understanding, and given its 
avatlable resources and its magnitude, will today ensure that better service is 
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brought to our citizens, and I furthermore believe that our budget will be a 
budget which will tomrrow succeed in giving more back to society than the state 
takes from its citizens." 


The Banking Sector 


Finance Minister Erdem spoke as follows concerning the banking sector and capital 
markets: 


“The decision taken on matters concerning the founding of new banks, the develop- 
ment of existing banks, and the opening of foreign bank branches in our country 
has been the subject of intense debate in the press recently. 


“Generally in these debates the view is defended that the arrangenen s 5 ing 
mentioned must be made by means of a change in the law. 


“ho Law has determined and fixed a minimum level of capital for bankers. Despite 
bringing in a lower limit, the law has in this fashion not established a maximum 
capital size. For this reason there is nothing contrary to the Bank Law for 
bankers in any capital level above the mentioned minimum. A decision which could 
be contrary to the law is that of giving permission to the founding of banks 
below the minimum level written in the law. 


“The general attitude of the law toward the banking sector is to strengthen 
their particular resources in a fashion parallel to developments in the economy. 


"The problem which the banking sector has faced as a result of developments taking 
place in our economy during the past few years can be summarized in the following 


points: 


“Prom the volume of deposits accepted, banks entering into a supplementary reserve 
payment situation have appeared. 


‘lt has become impossible for banks by themselves to finance projects, given the 
increases in project costs. 


“The banks are confronted with inadequate means of their own to arrange security 
bonds for contracts either at home or abroad. 


“The decision taken by the Money and Credit Committee on the subject of banking 
capital requirements is hoth in conformity with the letter and spirit of the law 
and in conformity with today's economic conditions." 


The Capital Market 


“Likewise, in the current transition period, private bankers who transgress the 
Capital Market Law, take on functions given exclusively to chartered banks, and 
hecome active in these areas, must in no manner be tolerated. Although they 
work together, a nurse cannot take on the duties of a doctor, nor a craftsman 
the duties of an engineer, and similarly private bankers obviously cannot carry 
out the activities of chartered banks. 
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“Behavior contrary to this fact, such as endanger ing people's savings and causing 
them losses, is even more harmful in that it discourages saving. Moreover, 

they have a negative influence on the nation's economy, disturb the monetary 
situation, and direct flows of money in unwanted directions. It becomes unavoid- 
able for the public administration to take compulsory measures. 


"Il strongly urge bankers to consider all these facts and not to attempt acts of 
this nature. A close follow-up will be carried out by supervisory personnel from 
my department, inspectors of finance, accounting experts, sworn bank auditors, 
and revenue comptrollers. 


"tI strongly urge our citizens in this situation to help the government by looking 
beyond the high interest rates and not endangering their savings. I urge our 
savers to invest in high quality securities and not to consider low-qual ity 

bonds and certificates. I say this because I know very well that they have only 
been able to accumulate those savings at the cost of long and wearisome years 

of labor." 


In response to a question the minister indicated that the cutbacks in the Covern- 
ment Employees Mutual Aid Society have amounted to 27 billion 874 million lira 
and that in the ow law it will be clear where this money will be used or whether 
or not it will be given back to the employees. 


Kaya Erdem added that the draft law concerning the new tax arrangements has been 
sent to the National Security Council and that a reduction was foreseen in the 
Associations Tax. 


[In response to another question, Erdem made it known that a total of 327 applica- 
tions for a banking permit had been made up to today, comprising applications from 
114 joint stock companies, 5 collectives, 5 limited companies, and 203 sole 
proprietorships. 


9793 
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ECONOMIC TURKEY 


NAKIBOGLU COMMENTS ON STATE OF FOUNDRY INDUSTRY 
Istanbul DUNYA in Turkish 9 Nov 81 p 8 
[article by Mete Ongan | 


[Text] The foundry sector, which is based on the principle of melting 
metals and their alloys, pouring them into forms called molds that are 
shaped out of materials that can withstand heat, and allowing them to 
harden, is defined as a technology with a very broad area of applications. 


The foundry industry, which qualities as a side industry for the metal 
goods, machinery manufacturing equipment assembly, and production sectors, 
is a necessary branch of industry. The establishment and development of 
industries for investment goods as much as for durable consumer goods are 
tied to the existence of an adequate foundry capacity, to a large degree, 
trom the standpoint of quality and quantity. The sector has shown great 
progress in the past 15 years. However, the fact that there are both large 
and small foundries makes it difficult to collect data and to gather statis~- 
tical information. The foundry industry, which is one of the industrial 
branches that requires support, also has export capabilities. In contrast 
to 1974, when the entire nation exported goods valued at $2,057,000, 

Doktas [Foundry Trade and Industry Serporation] alone exported goods worth 

a million dollars in 1981. Doktas Director General Mete Nakiboglu evaluated 
the general condition of the sector today and defined the position of his 
own organization. He said: 


“The foundry industry is a branch of industry that serves nearly every other 
sector. The foundry industry is a branch of industry with applications in 

a very broad area from the construction industry to the automotive and in- 
dustrial tractor industry; from the machinery manufacturing industry to the 
war industry and even to the iron and steel industry, which furnishes its 
own raw materials. 


"You and Imay not take much notice, but if you look in your home, you will 
immediately see that the gridirons on your cooking stove; your heating 
stove or your radiators; your bathtub or shower basin; and even your cook- 
ing pans are made of cast iron, Likewise, it is still not possible to 
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think of a machine, a tractor, or a car that does not have parts made from 
cast iron. In short, no industry can exist without cast iron. 


Branch Deserves Support 


“Possessing this characteristic, the foundry industry is one of the pr mary 
basic industries. In contrast, this industrial branch of ours has, un- 
fortunately, not received the support it deserves. It remains abandoned. 
It has not been given the necessary importance. [ts problems have not been 
attended. There are reasons for this. The work of the foundry industry 
was carried out by state organizations in the beginning, by, for example, 
the Karabuk Machine and Chemical Industry. Master workmen who gained ex- 
perience there later opened very small foundries in various industrial cen- 
ters. There are numerous examples of this type of foundry, which | call 
“offspring of the tather,"' in the Haskoy and Persembe marketplaces in 
{stanbul. They were formed and now operate with meager resources, and they 
are unable to develop. 


"The establishment ot foundries that are viable took place following 1960. 
Demand created by developments in the construction, machinery manufacturing, 
and automotive industries opened the door to a certain amount of investment. 
Problems created by this development ensured that owners of foundries would 
gather together. Today, we, the iron and steel foundry owners, have a 
society. We are able to discuss our problems and needs. We are able to 
discuss our concerns. Our association, however, is still very young, and 

we still have a lot of work to do. 


"Although we do not know exactly how many there are, we estimate that there 
are 500 foundries of various sizes in our country today. As 1 said pre- 
viously, about 80 percent of these are extremely small foundries. It is 
necessary for me to mention that we are speaking only of iron and steel 
foundries here. Aluminum, bronze, and brass toundries remain outside our 
topic. 


“Even though there are no accurate statistics as to existing capacity due 
to the dispersed nature of our industry, we can estimate established 
toundry capacity in Turkey at the 350,000-ton level by looking at pig iron 
consumption in past years. The large majority of this is cast iron. The 
approximate figure tor steel is 60,000 tons; tempered steel, 10,000 tons; 
and terrous iron, 15,000 tons. If this capacity could be fully utilized, 
the volume ot business would be valued at between 50 billion and 60 billion 
liras. Furthermore, because the foundry industry is, in general, a labor 
intensive branch, Che size of its labor force is very large. The total 
number of employees is around 20,000, 


"We, as Doktas, entered this branch of industry tor the purpose of providing 
basic materials for the automotive and agricultural tractor industries. We 

set up a tacility that would be able to make, quickly and while maintaining 

high quality, complicated parts, such as blacks and heads for gasoline and 
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diesel engines and basic parts tor tractors that require the development of 
advanced technology. Our factory is a modern tacility equipped with the 
most recent innovations in the foundry industry and fitted out with the 
most varied equipment. We began production in 1977. If you recall, how- 
ever, production of diesel motors became a political topic in those daySe 
Debate on the question, should the state build them or should private in- 
dustry?, unfortunately, led to the postponement of producing diesel engines 
and prevented us trom fulfilling one of our major goals. The loss to the 
country is, at this time, another topic. 


"Despite all these obstacles, by ensuring two automobile factories gasoline- 
engine blocks as weil as other parts and various parts for four types of 
tractors, these installations that we put into service prevented our country 
from being dependent on other nations. Our deliveries of goods did not 
falter even during periods when the shortage of foreign exchange reached a 
peak. We believe that, with the savings of foreign exchange ensured through 
our service and with the foreign exchange we bring in through our exporta- 
tion, we are supplementing the economy of the nation. By starting to cast 
diesel engine blocks and heads in 1982, we will increase our gupport even 
more." 


Pig iron and scrap steel are considered to be basic raw materials required 
in the foundry industry while coke and molding sand are auxiliary materials. 
However, officials of the sector claim that, because of various difficul- 
ties in securing raw materials and of the inability to procure pig iron in 
particular in past times, foundries have been and are faced with the danger 
of closing down operations. The procurement of coke of adequate quality 

is also among the problems. The rising prices of supplementary materials 
purchased on the domestic market have a great effect on costs in the sector. 
The Doktas director dgeneral responded to our question on the topic of prob- 
lems regarding raw materials and pig iron price increases made in recent 
months. He said: 


Our Cost Compared with Other Countries' 


“From time to time, many foundries are placed in the position of shutting 
down production because ot difficulties in securing pig iron, our basic 
raw material, both in suificient quantity and quality. Pig iron to meet 
foundry owners' needs is provided by the Karabuk and I[skenderun iron and 
steel factories. Some comes from Erdemir. However, last year and this 
year, these three installations were somehow unable to meet foundry owners’ 
needs even though steel and sheet steel stockpiles rose to 100,000 tons due 
to a slowdown in sales. The reason for this, it is claimed, is that pig 
iron is an intermediary material whereas the manufacture of finished con- 
struction iron and sheet iron is more profitable. But, there is also a 
cost involved in tinished products that are unsold. This, in my opinion, 
has not been taken into consideration at all. 


‘Wwe have spoken a great deal about our pig iron problem. We took part in 
discussions with the Ministry of Industry. We reached an understandings 
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but no result came of it. Therefore, a number of large tirms are taking 

to importation. Our goods have now arrived, and we are in a bit more con- 
fortable state. But, not all foundry owners are in a position to import. 
What will they do? Furthermore, our foreign exchange is going abroad. For 
this reason, it is necessary for public corporations to deal with the issue 
seriously. The Iskenderun and Karabuk installations have the resources to 
meet this need. There were shortages in coal and ore supplies. It was 
stated by their own officials that 300 tons of pig iron could be made tor 
toundry owners to eliminate this deticit. In fact, there has been an im- 
provement, slight as it may be, in recent days. We expect this trend to 
continue and tor quality to improve. Together with this, we deem it neces- 
sary tor permission to import to continue to be granted tor now so as to 
solve the problem. At this time, lifting the customs tax imposed on imports 
will ensure that imported pig iron will not cost more than domestic pig 
iron. 


“Our problem is not solely one of obtaining pig iron. We have problems, 
both trom the standpoint of quantity and quality, in regard to a number of 
auxiliary goods we purchase on the domestic market. Furthermore, we pay 
prices that are two to two and one-hali times higher than in toreign coun- 
tries. We can live with this, but it affects our costs. 


"Karabuk and Erdemir made ctnree increases in the price of pig iron, one 

after another, in July, August, and September. The hikes totaled more than 
00 percent. In the past year, pigeiron prices rose 100 percent. As a mat- 
ter of fact, hikes were declared for goods that did not exist. In the 

months of July and August, there was so little pig iron that we could say 

it did not exist. And if we wished to make a purchase, we put down 100 
percent of the cost and waited in line. At a time when money was expensive, 
we put our already-scarce operating capital into an order whose delivery 

date was uncertain. I do not consider it necessary to mention what types of 
problems this brought to the foundry industry. 


Solutions to KIT Problems Needed 


"In fact, there are ways out tor the KIT [Public Economic Enterprises} other 
than price increases. These organizations must look to other areas to solve 
their problems. They will tind detinite solutions, but they are more dif- 
ticult solutions than raising prices. As 1 said a moment ago, in a year, 
they raised the price ot pig iron 2.5 times that of inflation. In contrast, 
price increases declared tor construction iron and sheet iron were the same 
percentage as intlation. This is difficult to understand. Before long, the 
price of pig iron will be higher than that of construction iron. Why? This 
must not be done just because there are buyers tor pig iron. This is unjust. 


"Pic iron is not our only expenditure that is higher. Prices have been 
raised by over 100 percent in a year tor electricity and coal, which are 
used to a great extent in the foundry industry, and, by the same degree, for 
liquid tuel. Too, goods such as terrochrome and firebrick that we obtain 
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from KIT have been subject to large price increases. We cannot pass on 
these hikes to our customers with the same ease and to the same extent. 
Inflation, which totalled 35 to 40 percent in general in 1981, reached 100 
percent for foundry owners." 


Energy Shortage Afiects Foundries 


The energy problem is more obvious to those foundries in the sector that 
possess induction ovens and tempering furnaces. Electricity outages and 
voltage tluctuations result in production losses by lowering the melting 
productivity of induction ovens. The same obstacles stand in the way otf 
facilities when they wish to produce goods that require tempering. 
Nakiboglu evaluated the problem of the energy shortage that affects the en- 
tire nation and spoke of how it attiects his sector today. He said: 


“The foundry sector is an industrial branch that uses electrical energy 
extensively. Because of this, shortages have a significant etfect. A 
number of foundries operate their melting ovens with electricity. I/ we 
look only at their energy consumption for the first 6 months of the year, 
we see that increases, even if small, in demand will not be able to be met 
in the second half of the year. The fact is that it is impossible tor 

TEK [Turkish Electric Power Enterprise Directorate General | to provide ener- 
gy that does not exist. In such a situation, the only thing that can be 
done is to establish priorities immediately. In other words, it is neces- 
sary to determine which sectors will be limited and which will not. I 
stated in the beginning that the foundry industry is a basic industry that 
provides essential products to nearly every branch of industry. A reduction 
made here would, likewise, be telt by other industries. Therefore, we deem 
it imperative that the foundry industry be left outside this restriction. 

We point to, with pleasure, several steps in this direction. 


“They are, however, Cemporary measures, Industry cannot live without ener- 
gy. Our energy production must be increased through short and long-term 
solutions. In the short run, existing tacilities must be operated at maxi- 
mum capacity. We must even take advantage of existing diesel generators. 
Organizations that own these must be encouraged to provide electricity 
through this means. This is because production that will be lost in this 
situation will be more expensive than the petroleum that will be imported. 
As tor the long run, tacilities that will meet the needs of the nation must 
be established, and opportunities to benefit from nuclear power must be 
studied. 


"In the years of instability, trom 1970-1980, problems in making energy 
investments brought us to where we are today. If we had expended on the 
energy problem the etforts, labor, and resources that were used on other 
topics in the past that produced no results, we might not nave been con- 
tronted with the current situation. Production lost because of the lack of 
energy has and will cost Turkey a great deal." 
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The 24 January decisions and the economic stabilization measures put into 
effect tollowing 12 September in particular have been extremely harsh on 
the toundry sector. Doktas Director General Nakiboglu asserted that the 
foundries that produce for the construction and automotive inductries, in 
particular, have been affected to a great extent by stagnation. He gave 
his thoughts on the tight-money policy being implemented and on the topic 
of investments in his sector, saying: 


Credit Costs Atfect Cost Prices 


"The 24 January decisions brought with them an economic principle that re- 
duces to a minimum interference with economic activities and, in place of 

intervention, operates under the conditions of a tree market. In addition 
to this tundamental change in approach, three major goals are observed in 

the 24 January decisions. 


"The tirst goal was to control inflation, which opened up social wounds in 
the country. The second was to ensure a balance of payments, and the third 
was to ensure a balance between money supply and demand by causing savings, 
which had dried up in the past due to inflation, to increase to the neces- 
sary level. The necessary wonetary, fiscal, and administrative measures 
were taken along with the decisions in order to reach these goals, and fol- 
lowing 12 September, it became possible to implement them completely. 


“Looking at the year's results, we see that the stabilization measures are 
successtul. Inflation has been controlled to a great extent. Domestic 
consumption has been reduced and significant increases have been made in 
exportation, thereby eliminating the toreign-exchange shortage to a great 
extent. Great leaps in savings have been made through the interest policy 
that is being pursued. I believe in the correctness of these decisions, 
which were taken in order to relieve the crisis, and I believe that the 
country will be on safe ground in 2 or 3 years. Im addition, when the in- 
tlation rate fell from 100 percent to 40 percent, domestic consumption fell 
suddenly, and savings were put into deposit accounts, the industrial sector 
suffered a great deal. 


"As I said previously, the toundry industry is a sector that provides ma- 
terials tor a aumber of other industries. Foundries that produce for the 
construction and automotive industries in particular have been affected to 
a great extent by the stagnation in these industries, and their production 
has tallen oft considerably. I estimate that the industry is operating at 
30 to 40 percent of capacity. However, we observe a degree of improvement 
in the second half of the year. Thanks to this and to our exports due to 
new orders we have taken, Doktas is working at a level that is a little 
better comparatively. 


"The tall in sales and, in addition to this, the expensive money policy 
t of all hamvered our cash flow. This made it difficult for us to ob- 
needed goods at the proper time. The cost of credit we obtained from 
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banks in order to supplement our operating capital, which inflation had 
dried up, affected the cost of our products. This, in turn, caused infla- 
tion. It was not possible to pass on all these increases to customers. 


“Because of the current monetary policy and financing difficulties due to 
the interest rates that are in force, no one in the foundry sector can con- 
sider new investments. It is necessary to create a fund for making invest- 
ments. In this environment, it is very difticult, if not impossible, to 
create new resources. Low-interest foreign credit has lost its attraction 
because it carries with it a risk as to rate of exchange. At this time, 
only those investments that were started in the past continue to be made. 
We know what grave difficulties these entrepreneurs are experiencing under 
current conditions. In fact, there is unused capacity in the foundry in- 
dustry. I wish to present my view as an individual that channeling new in- 
vestments that are sought tor this field into other areas would result in 
much better usage of resources, which are limited." 


At a time when we have begun to mobilize throughout the nation in order to 
export goods, the foundry sector strives to make a concerted effort as well. 
Whereas «exports totaled $2 million in 1974, Doktas* exports, alone, reached 
$1 million in 1981. Nakiboglu presented officials’ general evaluations of 
exports of the foundry sector, one of the fortumate sectors in exportation, 
and Doktas' efforts in this tield. He said: 


We Strive To Export 


"aA while ago, I attempted to explain what we are doing. In our efforts to 
mobilize for exportation, we are working to export nearly everything. All 
export goods are, more or less, benetiting from the same incentives. Some 
goods that have little opportunity to be exported are able to take advantage 
of even higher tax rebates. However, if our efforts and incentives were 
concentrated on goods whose export chances are greater, we would be able to 
obtain much more successful results. For example, it would be much easier 
for us to export components than to export automobiles. This is because it 
would be much easier to attain price conformity and quality standards re- 
quired by foreign markets tor a single component. In my opinion, while we 
are exporting everything at this time, we are engaged in a search, and, as 
a result, the specialization of which I speak will take place on its own 

in time. 


“The foundry industry is one of the sectors that has the opportunity to ex- 
port. Because the foundry industry is a labor-intensive branch, a large 
number of foundries close each year in Europe. The burdens brought on by 
environmental health protection laws are another reason for this. The 
foundries that continue to operate have employed foreign workers for the 
most part. It is because of this that I say that our sector has export pos- 
sibilities. A number of our foundries are already engaged in exportation. 
However, the costs of our products are very high in comparison with those 

on toreign markets. The major rvason for this is that the costs of our 
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raw materials are high compared to those oz our foreign competitors. For 
example, we purchase pig iron, which costs $150 per ton in Europe, tor 

twice that amount here. Even if we import, we pay $50 to $60 for shipping, 
and, because pig iron is an inexpensive material, the proportion cf money 
spent for shipping to its cost is high. If we have also paid custom taxes, 
our cost rises even more. Our single advantage is labor, but our produc- 
tivity is low. If we look at this aspect closely, we no longer have an ad- 
vantage in labor. In addition, transporting the finished product to Europe 
is a factor that increases the cost. Furthermore, from time to time, we 
experience difficulty in finding a vehicle to transport our goods. 


"Despite all these difficulties, we are making an effort to export. Doktas 
exports to Ford Germany and England. The quality of our goods is accept- 
able, and we are one of Ford Germany's largest suppliers. By furnishing 
the exports we have contracted for this year, we will exceed $1 million in 
exportation. There are demands in other places as well, and we are evalu- 
ating them. However, it is imperative that we be given a greater number of 
incentives. Furthermore, it is necessary that procedures be facilitated 
trom the standpoint of regulations. A German tirm that wished to purchase 
tive types otf brake drums sent samples of each at no expense to us. We 
could mot get them out of customs tor 2 months. We were embarrassed in 
front of the German company. By placing everyone in the same category, it 
is impossible to speed up exportation. It is necessary that those at the 
lowest levels of government believe in exportation and that, at the same 
time, regulations be changed." 


The Doktas director general replied to our question regarding the future of 
the sector. He concluded his statements by saying: 


"I look at the future of the sector with hope. We have noted activity, be 
it slight, on the market in recent days. I hope that it will continue. 

And there is something that must not be forgotten. As a result of the 24 
January decisions, time deposits in banks or held by brokers reached the 
500-billion-lira level. A portion of the yield, which amounts to 50 per- 
cent, has begun to be returned. The principal will begin to be available 
as of February, 1982. This will be a completely new source of revenue that 
had not been injected in the economy. I believe that a portion of this in- 
come, which will amount to an average of 20 billion liras per month, will 
enliven sales by being directed toward specitic consumption. 


"another reason tor my optimistic view is the social housing project that 
is being undertaken. Lf this work is able to be begun in 1982, the needs 
that will be created will have positive efitects on our sector. There will 
be activity in comparison with 1981 in the economy. It the project is not 
implemented, stagnation will continue another year, unemployment will in- 
crease, and the closing down of industry will produce harmful scars. It 
would be very difficult tor the economy to endure another year of stagna- 
tion. But [| am of the opinion that we will overcome this stagnation." 
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ECONOMIC TURKEY 


EREZ GIVES VIEWS ON NEED TO REASSESS INDUSTRIALIZATION 
Istanbul DUNYA in Turkish 12 Nov 81 p 4 
[Interview with Eskisehir Chamber of Industry Assembly Chairman Mesut Erez } 


[Text ] Eskisehir Chamber of Industry 4*sembly Chairman Mesut Erez, a former 
minister of finance, industry, and technology, answered DUNYA's questions 
concerning “industrialization strategy." 


[Question] Will you evaluate the present-day industrialization policy from 
the standpoint of current economic developments? 


[answer] The time has come to discuss whether or not various principles we 
hold to be correct are really correct. Industrialization is one of these. 
Following the advent of the period of inflation that we are experiencing, 
we question whether the principle of industrialization is as valid as it 
was in the past. We also wonder if the model of industrialization we have 
chosen for ourselves is to Turkey's bemefit. Is it necessary to reexamine 
the issue? These have now become areas for debate. In the first, the 
second, and, in particular, the third S-year development plans, an excessive 
amount of emphasis was placed on the investment goods industry. It was 
determined thet Turkey's industrialization was not possible, that reduction 
of its dependency upon foreign countries was not possible without increasing 
the size of the investment goods industry within the manufacturing indus- 
try. Because of the current lack of foreign exchange, it is necessary to 
debate the question as to how true this is today. Establishing an invest- 
ment goods industry and increasing the production of investment goods re- 
quires time. It is very difficult to sell investment goods abroad. Other 
countries have achieved much higher levels in previous years with much more 
advanced technology. If we produce only those investment goods that are 
used within Turkey, will we find a solution to our foreign-exchange short- 
age? Because we will be able to substitute these for investment goods that 
we could only import in the past, we will have ensured a savings of foreign 
exchange. But will it be enough? It will not tbe sufficient for Turkey's 
economy. In this case, when we examine the question of the development of 
Turkey's economy, can we defend the principle of industrialization with the 
same enthusiasm we had 15 years ago or even 5 years ago? 
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[ Question | Is it necessary tor us co discuss industrialization itself or 
an aspect of industrialization? 


[ Answer | In the past, we chose to establish and develop the industry that 
produces machines as well as industry that substitutes domestic products 
for imports. When this was examined from the standpoint of Turkey's lack 
of foreign exchange, it became clear in time that this choice would nor be 
able to solve the shortage quickly. It is extremely doubtful that we can 
solve the foreign-exchange problem in the short run by placing emphasis on 
the production of investment goods. Turkey reached this point after having 
Lived through the economic events that preceded the 24 January decisions. 


_Question] Are there expected changes in this respect in development 
strategy? 


[Answer] We do not know. Those who devise the plans and programs, those 
who consider economic measures and implement them are the persons who pos- 
sess more of the thoughts on this issue. However, the followins issues are 
being discussed. Should emphasis be placed on Turkish agriculture or on 
both agriculture and industrialization? Five years ago, such debates were 
nonexistent. We still cannot say that chere is a categorical need for 
change. The Fourth 5-Year Development Plan ie sti:: in effect. This plan 
selected to establish large industries through the state. When we made this 
choice in the beginning, we were so definitely in favor of the investment 
goods industry that we are now hesitant to debate the decision. Today, 
however, it is seen that it is more easy to export agricultural products 
and industrial goods based on agriculture, This is a choice that will be 
made until the shortage of foreign exchauge is eliminated, It is necessary 
to discuss this saying tha: we must pursue such a policy until our balance 
of payments meets or approaches our standards, 


[Question] If we do not examine the industrialization policy today, can 
it be said that we will be able to overcome serious shortages through ex- 
portation? 


| Answer | Turkey nas certain potential for exportation, This has come to 
mean that exportation will continue from both the standpoint of agricul- 
tural products as well as various industrial products, But, in my opinion, 
exportation is limited. We ask why devaluation is undertaken from time to 
time, and the answer is, “So that exportation can increase." The question, 
Well, do we have goods to export?," is then asked, 


We can say when we take action henceforth that Turkey's exportation at the 
oresent time from the standpoint of both agricultural and industrial prod- 
sets is not unlimited. The topic of whether the extent of exportation is 
adequate to overcome Turkey's foreign-exchange problems requires full con- 
sideration. We can say, however. that, for now, it is not. 


Oil is a very important issue in overcoming the foreign-exchange shortage. 
[t is categorically imperative to fini a source of petroleum in Turkey. It 
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is clear how disastrous to Turkey the loss of foreign exchange is from the 
standpoint of Turkey's importation of ofl. Saving this foreign exchange 
would help to solve the problem, it is very important, in wy opinion, to 
reduce Turkey's foreign dependency. For this reason, too, it is necessary 
to examine the principle of industrialization once again. To do so, the 
entire development policy must be scrutinized and decisions reached. 


| Question } Were such examinations made when the 24 January decisions were 
taken? 


, Answer | I was not among the persons who made the 24 January decisions. 
However, when I look at them, | find the 24 January decisions appropriate 
to the goals I mentioned. First of all, we have exportation potential. We 
cannot forget that we have reached a position such that we cannot consume 
various goods that we produce domestically and we have begun to export these 
goods. We, both the private sector and the public sector, have begua to 
place a great deal of emphasis on exportation. The tight-money policy 

has reduced demand. The increase in stocks has impelled industrialists 
toward exportation. Looking at them from this standpoint, the 24 Jaquary 
decisions are appropriate. The major goal of these decisions was ty halt 
inflation. In order to do so, it was necessary to put the wheels of in- 
dustry, which had stopped turning, back into operation. In order to ensure 
the importation of oil, industry resumed activity. The state of paralysis 
of 1979 was overcome. This was quite @ success. First, we were unsuccess~ 
ful and the absence of all diesel fuel paralyzed the Turkish economy. Then, 
we were ensured the importation of liquid fuei, and we attained our former 
state. I cannot belittle this. There is no doubt that the economy is no 
longer at a standstill. The negative aspect to this policy is that invest~- 
ments have slowed down considerably and economic stagnation has begun to 

be noted. 
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POLITICAL GREECE 


PASOK POLICIES SEEN LsADING TO ONE-PARTY stata 
Athens AKROPOLIS in Ureek 29 Dec 81 p 1 


/ditorial/ The PASOK government likes euphemisms. it called "meritocracy" the 
avalanche of hirings and the placement of its own followers--usually persons who 
are unrelated and ignorant Taf the jov/ or at least no better than those being 
purged--in sensitive positions. Now it uses the term "purification" of public 
administration to describe the complete seizure of the state machinery by the 
party. This is the actual meaning of the draft law announced by the minister to 
the premier like...a Christmas present to the civil servants and a thousand 
others serving the state in various forms of employment relationship. 


With the abolition of the positions of directors general and assistant directors 
general, the control and direction of public services Passes directly into the 
hands of the secretaries general, i.e., to the party. The directors general and 
assistant directors general are career employees--professional civil servants, 

By contrast, the secretaries general are party cadres and, indeed, among the most 
fanatical and loyal members, 


Hth the cancellation of all contracts and the abolition of the boards, the 
government will have the ability to remove all those who are not devoted to 
PASOK, and to keep, by renewing the contracts, those who are loyal [to PASOK/ 
and to hire party followers in the positions being vacated, 


Also, with the abolition of the lists of tho:e who successfully passed qualifying 
examinations, the government gains the abilit, to hire droves of new employees 
from FASOK party ranks. It did not even have the patience to wait until these 
lists had expired, lt means to start right away, without delay, takiny care of 
its own supporters. Here and now, 


But why did PASOX place the partisan control of the state as its immediate and 
main goal? why is it trying, equally zealously, to place under its complete 
control the syndicalist and cooperative movement? To prolong its stay in power 

in the context of the present constitutional system or to establish in the end a 
one-party state? Sverything indicates that it is preparing actively and methodi- 
cally for the second. For this reason it is imperative to have vigilance and 
preparedness. All those Greeks who attach primary gignificance to their democratic 
freedoms must react decisively and effectively against the identification of the 
party with the state. 
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POLITICAL GREECE 


BENEFITS SEEN FROM CLOSER COOPERATION WITH ARAB WORLD 
Athens ELEVPHUROTYP1A in Greek 28 Dec 81 p 4 


/Text7 The change in the orientation of our foreign policy is already having its 
initial resuits. The Union of Arab Chambers (headquartered in Kuwait) made public 
that several Arab countries plan to make investments in Greece totaling 50 billion. 
This is an amount that no foreign investment has ever reached in our country. 


Chamber vice-chairman Nahas stated to ZLEVNIEEROTYPIA that "the strong Arab interest 
originates from the assurances of the Arab ambassadors in Athens that the Greek 
zovernment follows to the letter its preelectoral promises to strengthen Greek-Arat 
relations.” Therefore, the real fact is recognized openly that this mutually 
beneficial economic “opening" of the Arabs to Greece starts from this shift in 
Greek foreign policy. 


What we noted particularly from the report and the Nahas statement is that the 
Arabs asked the Greek government to submit "specific plans for cooperation in the 
industrial, tourist and technical sector." We hope that these plans will be 
submitted soon and that they will be complete and perfect in every respect, not 
like those submitted by the New Democracy government to ESC when the community 
refused to provide financing because it considered the plans “imprecise, incomplete 
and questionable data\" 


7520 
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BRIEFS 


PAPANDR&UU TO BULGARIA, PRC--People's Republic of China Ambassador to Greece Yiang 
Gong-Sue visited Premier Andreas G, Papandreou and extended him an invitation of 
the Chinese government to visit Peking. The premier accepted the invitation. 

The data of the visit will be arranged through diplomatic channels. [R07 
Fulgarian ambassador Todorof yesterday visited the premier and transmitted an 
invitation to visit Bulgaria. The premier accepted the invitation. The date 

of the visit will be arranged through diplomatic channels, /Excerpt/ [Athens 
AVG] in Greek 29 Dec 81 p 17 7520 : 


NSW SVEA DIRSCTOR G&NERAL--fconomist Giannis Papakonstandinou, 31, one of the 
closest associates of the coordination minister in preparing the PASOK governmental 
program, was appointed director general of the Commerce and Industry Chamber of 
Athens /EV4A7. He is a graduate of the University of Athens Law and pursued post- 
graduate studies in France. He specialized in international economic relations 

at Strasburg University and he is also a graduate of the Institute of Suropean 
Studies of the same university. Papakonstandinou has also worked _at this institute 
as an associate. [text / [Athens TO VIMA in Greek 25 Dec 81 p 127 7520 
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PRIME MINISTER FALLDIN DISCUSSES ECONOMY, PARTY ISSUES 


Stockholm SVENSKA DAGBLADET in Swedish 13 Dec 81 p 6 


= 


Article by Claes-Goran Kjellander, Willy Silberstein 


[Text] ‘The tax agreement from last spring will not be torn up. The 
demands on the part of the Moderates in this res spect are unreasonable. 
The only thing that we can conceive of are marginal technical adjustments 
when we have read the committee's report.” 


This statement was made by Thor?jorn Falldin, the sorely tried leader of the Center 
rty. Pressed by budget deficits, figures published by the Swedish Institute of 
Public Opinion Research, rumors of resigning and a regular December cold, he admits 

that life to a prime minister right now gives certain problems. 


He also expresses a certain amount of bitter self-criticism. 


4 


You journalists concentrate so much on the party leaders. Perhaps it shows here 
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"We find it important that the Social Democrats supported the tax reform. If they 
had not participated, this reform might have been abandoned after the election 
next year. The parties in the labor market must have greater security than that.” 


The differences between the middle-party government and the Moderates have thus 
become great. Will it be possible for the Center Party and the Moderates to get 
so close together once more that they can cooperate? 


Bitterness in Party 


The leader of the Center Party hesitates answering. Thorbjorn Falldin knows that 
among the members of his party there is today a bitterness which is at least as 
ereat as it was during the nuclear power debate. He says that "certain Moderates 
have really tried to mark a new bloc formation in Swedish politics,” the one between 
the Moderates and the middle parties. 


But, at the same time, he does not want to shut any doors but also talks about 
things which unite. 


‘As you know, we all three oppose a development which leads to socialism. That we 


later on have different views on certain issues 1s nothing new." 


Thorbjorn Falldin does not want to embark on any discussion as to what a non-~ 
socialist government might look like after the next election. The voters first 
have to have their say. The election campaign must be conducted without any bonds 
in the government question. 


"T am a politician who seeks cooperation, and, in that, I am a representative of 
the party." 


What will happen now? The unemployment rate has reached its peak “unless something 
unforeseen happens outside our borders." The devaluation (thus the depreciation of 
the krona which made exports cheaper) gives the intended result "unless we use it 
up in the next collective bargaining or give free rein to the consumption within 
the public sector." 


"It is valuable that the representatives of the trades and industries as well have 
said that the improved cost level must be exploited to increase production and not 
to increase prices.” 


However, the budget deficit 1s skyshigh--despite the retrenchments. 


1 


Highly Dangerous to Give Up 


"The deficit shows how necessary it is to do something. If we had not applied the 
brakes, we would have ended on the other side of the hundred billion kronor mark.” 


"Tt is highly dangerous to give up and believe that the retrenchments did not work 
because the budget deficit does not fall. We have to proceed with caution--not 
pulling so hard that the demand drops and the unemployment rate, consequently, in- 
creases. A declining domestic demand must be replaced by export.” 
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Hacked, among other things, by the report from the Industrial Council for Social 

nd Economic Studies, Falldin says that we now have gov our chance. The production 
is increasing. Tax revenues will then also increase. The income tax rate will be 
lowered. 
Now, it is now iazat we shall really be tested. Shall we be able to manage, in that 
situation, not to use up the gains in an increased consumption? Shall we be able 
to continue saving and investing? 


+ 


If we manage this, the prime minister says, then 1 it need not be too many years be- 
fore we shall have a normal economy again. 


He would like to help guide that development himself as prime minister--even if the 
past 5 government years sometimes have been tough. 


hat the job sometimes has felt heavy and laborious is natural,” Thorbdjorn 
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have had a period with many long and hard working days, I escape for a day 
or two, then everything goes well again.” 


want to be prime minister also after the next election? Of course. ™ 
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COMM'NIST LEFT PARTY'S CILIEF: POLAND WILL HURT VOTE TOTAL 
Stockholm DAGENS NYHETER in Swedish 22 Dee 81 p 6 
[Article by Kaa Fneberg! 


‘Text} The seivure of power by the military in Poland makes it more 
important than perhaps ever before for Swedish Communists to defend 
their political ideas. Not communism--for communism carried through 
as such does not exist--but democratic socialism, the democracy which 
was the dream of the Polish trade union movement Solidarity before the 
military power took over. 


This is the reasoning today of Carl-Henrik Hermansson, 64, M.P. for the Communist 
Left Party, for ll years the party's leader. He is greatly disappointed and 
knows that the feeling of powerlessness may be further deepened. He nods tiredly 
at the question whether the next step in Poland may be that the Russians come in 
with military power. 


"There is every reason to fear that," he says with a heavy heart. 


The ideologist of the Communist Left Party, who started his socialist career as 
a Social Democrat, has long entertained fears about developments in Poland. 


Even when most people felt that things would quiet down in Poland after the 
recornition of the free trade union movement, Hermansson feared what he in plain 
lanmuage calls civil war. He had then been informed by reliable sources that the 
party and the members of Solidarity were arming themselves. 


> 


Nj not Stand for |arliamen! 


Personally, he is faced with a difficult choice. In l2 months, he will retire 
and would prefer not to stand for Parliament again after 20 years in Parliament. 
He wants to write books and as pensioner enjoy his family life. But developments 
in Poland require that everybody fighting for real socialism fight for it with 
fervor and enthusiasm. 

"Well, if I do not offer myself for re-election, this may, of course, be inter- 
preted in all different kinds of ways," he says. Already his resignation from 
the party leadership post led to reactions. Not least from among the so-called 
sister parties which felt that a communist leader must not leave his post until 
his death. 
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He says that much of what is happening in Poland is shrouded in mystery. Why 
iid nothing, for example, come of the negotiations between the party, Solidarity 
and the church to form a joint government? 

"T have not got any reasonable explanation. There are SO many things one does 2 
know anything abowt. 
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the party leadership opposed all demands of this nature. Its prief statement 
on the question of misuse of psychiatry aroused the most attention: 


“Tere are a number of examples that psychiatric wards are used as a means of 
oppression. This takes place primarily in @ number of capitalist countries, 
particularly in the United States where poor people are imprisoned in mental 
hospitals which resemble concentration camps. ‘The use of psychiatry for purposes 
of oppression is among the issues which should be looked into by the coming 

party leadership. Im this connection, the question of statements, if any, will 
have to be examined. The party leadership proposes that the motion has hereby 


been answered.” 
Carrying on Campaign 


. 


In his statement in support of the position taken by the party leadership, Gunnar 
R-ren claimed that the Medical Association and the Society of Psychiatrists in 


a States since the mid-seventies have been carrying on & campaign against 
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Soviet 


the Umit 
Soviet psychiatry. and that it, therefore, 15 impossidle to take a stand. 
mental wards were previously regarded as worthy of imitat=:one 


Sxactly the same Kine of criticism of psychiatric misuse may be levied against 
S t Soviet peychiatrye It goes without saying that 
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edish psychiatry as agains 
| r ist as well as in 


iatry is being used for politica purposes in capita 
socialist states." 


9 this, Carina Svensson, Scaria, reacted: 


ear position on the part of the 
Soviet Union 15s needed. I have seen 


Party on the conditions in the 
try but never that pecple have been 


many examples of nisuce in Swedish psychiatry 
committed because of their views.” 
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Sten Thelander, Seania: 

"Tn the Soviet Union there are special nsychiatric hospitals under the control of 
the KGR. ‘Those who en? up there constitute & small greup--but very much like the 
members of our Communist reft Party. If we had been working in the Soviet Union, 
many of us would have been iangerously close %0 being committed for psychiatric 


” 
treatment. 
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s a majority ana 4 minority within the rarty leadershiP, and the majority 
voted down the proposal by the Executive Committee The statement now presented 
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f this degree against those who have an aggreSsive attitude toward 
s not? Do we not all have that?" 
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Jorn Svensson mentioned as an examp’e the treatment of Pjotr Grigorenko and Joris 
ed schizophrenic apparently for political reasons, and 
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released later on after international pressure. 


» amd the question was referred to the 
draft a statement from the congress. 
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he party's influence among working class voters has largely remained unchanged 
since Lhe midefifties, althourh new supporters have been won in other groups, 


he said. 


For safety's sake, the congress, however, adopted a resolution to the effect thai 
the party must becove more tirmly established at the places of work, especially 
within the Swedish Trade Union Confederation groups. 
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POLITICAL SWEDEN 


ENVIRONMENT PARTY ORGANIZES, SEEKS ELECTION WINS 
Stockholm SVENSKA DAGBLADET in Swedish 7 Dec 81 p 4 
Article by Willy Silberstein] 


Text] The Environment Party, which was formally established yesterday, 
will be a new element in Swedish politics. It was very much a question 
of moderation and just the right technique when, over the weekend, the 
200 members got together to start their march into the Riksdag. 


The Environment Party goes in for not taking the example of its predecessors. 

The spokesman at the meeting over the weekend, Ingrid Engdahl, does not use words 
such as counterproposition. She also pauses to give everybody a chance to read 
through a proposal before it is adopted. 


Rut, nevertheless, once in a while, somebody complainss I cannot really follow 
this. Whereupon the spokesman resolutely tears up the resolution so that the 
discussion may continue until another one is adopted. 


Occasionally, the role of the politician emerges, for example when Per Gahrton, 
who had resigned trom his post as member of the Riksdag for the Liberal Party, 
said that "we shall always have intricate issues." 


No Difficult Words 


"What is intricate," Erno Schroeder burst out in irritation from his seat in the 
assembly hall. Such words do not belong in the Environment Partye 


‘he column Physical State Planning is also eleted quickly from the draft program. 
for that means ficld application, and then it must also say so, said the assembled 
members of the Environment Party. 





‘here is no even age distribution within the party, judging from those presente 
There is a majority of young people, but there are also some older people among 
them. On the other hand, there are not many people of the intermediate froup. 


The meeting on Sunday morning was started with en important question to a political 
party: the economy. Three mimeographed repular-size pages show the guidelines. 
This is, of course, no simple area to take a position on for a party which claims 
to have members from the Communist Left Party to the Moderate Coalition Party. 
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‘e also characteristic that, in connection with the question of the wage-earners' 
investment funds, two new proposals are made: one recommending a more binding resolu- 
tion in favor of the wage-earners' investment funds, and another one which opposes 
such funds. 


Tightened Bureaucracy 


The members of the Environment Party gradually decided on some form of locally built- 
up funds. 


Enterprise must be based on traditional market mechanisms as well as on planning based 
on democratic decision-making. 


The necessary tightening within the public sector must, primarily, affect the strong 
proups and unnecessary bureaucracy. 


In the middle of the protracted negotiations, the spokesman shakes his hand gently to 
the party members. 


"We now all get up and stretch our arms a bit to refresh ourselves." 


Or else sing a song to the effect that "quality of life, that is what we want. Sun, 
water, wind and wood, we shall manage on." 


Although the members of the Environment Party go in for being different, there are, 
of course, still quite a few similarities with other party meetings. Votes are often 
being taken. Mother and father hurry to put the baby back into the baby carriage. 
Other members, women, put away their knitting and pick up the green voting cards. 


However, these cards are not picked up too often when energy issues are discussed. 
Here, there is wide agreement. Many members were actively opposing nuclear power 
during the referendum. The party now advocates a reduction in energy consumption, 
ereater concentration on renewable energy sources and the immediate closing down of 
the Barseback nuclear power plant. 


Apparent Optimism 


There ic obvious optimism during the meeting. Several times, it is being said from 
the rostrum? we have pot to take a position on this now, 50 that it is ready when we 
get into the Riksdag in the fall. 


It is being said that the membership was strengthened by the public opinion poll 
recently taken by the Institute for Market Research, according to which the party 

got 4 percent of the votes. If this holds true, the Environment Party will get into 
the Riksdag in the fall. The fact that the poll taken by the Swedish Institute of 
Public Opinion Research of SVENSKA DAGBLADET yesterday gave the Environment Party only 
just over 1 percent of the vote makes less impression. 


"We do not really like the way in which the Swedish Institute of Public Opinion Re- 


search is taking its polls," says Per Gahrton, ore of the founders of the party. 
The thing is that they do not show our voting papers when taking their polls. 


95 











Whon our supporters come to the polling stations next September and find us 
there, they will also vote on us. lL believe that we shall get into the Riksdag 
even if we ao not score huge results." 


Moderates Least Affected 


A question which many people who are politically interested ask themselves is: from 
where do the members of the Environment Party come? They themselves claim that all 
parties have had to contribute members, and that the Moderates have been least 
affected. 


They definitely dismiss the idea of a Liberal-Conservative range in describiny the 
membership of the Environment Party. 


"We are an alternative party," Per Gahrton says. 
"We are a radical party," Sven Aner saySe 


"We constitute a new dimension," says Michael Rudvall. "We want to develop the 
close-knit society." 


Te Environment Party has no spokesman. On the other hand, a person convening the 
meetings. That position alternates among the members every three months. Just now, 
Eva Snhlin is the person convening the meetings. And, in January, it will be 

Inger Paulsson from Ostersund. Both were present during the press conference last 
Sunday. 


"We have got no spokesman since we do not want any personality cult," says Inger 
Paulssone 


"In addition, this is a way of giving women a better chance of getting involved," 
Eva Sahlin adds. 


Rlection Platform to Be Started 


The party has now established its economic policy--on three mimeographed pages. 
Will that be sufficient? 


"No, this is a program of principles, the first start. Now we shall write a more 
detailed election platform, with the aid, among others, of alternative economists, 
SAY Kai Nilssone 


ihe press conference is then interrupted for a food break. Vegetable soup, cheese, 


sandwiches and juice. And for those who want it there is also coffee, which is 
cerved in ings, of the throw-away kind. 
726¢ 


CSO: 4109/79 


96 














POLITICAL , SWEDEN 


SDP UNDER PRESSURE AS SUPPORT CONTINUES TO DECLINE 


Stockholm DAGENS NYHETER in Swedish 20 Dec 81 p 5 


[Article by Sven Svensson | 


‘Text! The distance between the political blocs in Sweden is now shrinking. 
This appeared from the latest opinion poll of the year taken by the Institute 
for Market Research. The Social Democrats are losing considerable support 
according to two consecutive polls, while the non-socialist parties together are 
gaining a bit of ground. That indicates the possibility of an extremely close 
fight for the government power in the election next fall. 


When the Moderates left the government in the spring after the tax agree’.ent 
between the Center Party, the Liberal Party and the Social Democrats, many people 
were dreaming of a so-called Norwegian situation with a sky-high gain in the public 
opinion polls. 


Such hopes have been dashed. On the other hand, it is evident that the Moderates 
have managed both their controversial departure from the government and their 
exchange of party chief without difficulty. A certain upward trend is discernable, 
although each individual result of public opinion polling lies within the statisti- 
cal margin of error. 


It is far from certain that the high figures of the Moderates will remain the trend 
in 1982. The political problems of Adelsohn are mounting, the least slip may lead 
to the Moderates ending up in the credibility gape 


Both Falldin and Ullsten feel that they have made an excellent contribution by 
guaranteeing, together with the Social Democrats, the largest marginal tax reduc- 
tion in modern times. Under no circumstances do they contemplate backing out of 
the tax agreement. 


That puts Adelsohn in a difficult position. He will have to chose which course to 
take, and his choice of course will be of decisive importance for a very long time 
to come. 


Adelsohn's only possibility will be to try to create the basis for a new non- 
socialist three-party cooperation or to try to play on party egoism and seek to 
win an additional number of votes at the cost of other non-socialist parties. 


97 











If Adelsohn chooses the latter alternative, he will run the risk of becoming 

accused of playing the power into the hands of Palme. The possibility exists 
that it will lead to a new pattern of cooperation in Swedish politics, which, 
within the foreseeable future, will put the Moderates outside the government 

power. 


The situation may seem obvious. To the Moderates, the most important thing has 

always been to sit in the government. That is where the Moderates may primarily 
exert their influence and put a stop to the much hated wage-earners' investment 

funds. 


In practice, the situation is more complicated than that. Adelsohn has for much 
too long been taking part in the furious criticism of the tax agreet.ent on the 
part of Bohman and the other Moderates. 


Each change or retreat on the part of Adelsohn will be regarded as a breach of 
loyalty both by the Social Democrats and the middle parties. Adelsohn may easily 
end up in the same debate of loyalty as Falidin did in the past in connection with 
the nuclear power issue. 


The Social Democrats’ decline by 3 percent for the second time in a row is the 
biggest surprise of the last poll of this year. Palme is now down at the more 
normal level of 46 percent, and that increases the will to fight in the election 
campaign next fall in many quarters. The situation no longer seems as hopeless 
to the non-socialist parties as it used to. 


Actually, the decline of the Social Democrats is more a reflection of the fact that 
there is a lot of room in the opinion polls in periods between elections. The “Social 
Democrats have, actually, never been at such a high level as shown by the polls, for 
when things start becoming serious, dissatisfied voters will revert to their old 
partieSe 





The decline makes it more urgent for the Social Democrats to pursue a more concrete 
and vigorous policy. So far, Palme has made a good deal of capital of the disunion 
and inability to take action among the non-socialist parties, but Falldin actually 

is quite a different politicianand prime minister after he got rid of Bohman in the 
government. 


Before the 1982 election, the Social Democrats will have to convince the voters 
that they are better at ensuring a high employment rate and stability in the 
economy than the non-socialist parties. There has been little evidence of this 

in 1981, seeing that the Social Democrats, in the opposition, have been concentrat~ 
ing mostly on opposing, the retrenchment policy pursued by the non-socialists. 


a) p ») ft ) 
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LITICAL SWEDEN 


POLL SHOWS SDP HAS LOST SIX POINTS IN THREE MONTHS 
Stockholm DAGENS NYHETER in Swedish 20 Dec 81 p 1 


Text] The Social Democrats have been losing ground in the public 
opinion polls during the fall. For the second time in a row, the 
party has lost approximately 3 percentage points of the votes. 
From a sky-high level of confidence in the party, last September, 
on the part of 52.5 percent of the voters, the Social Democrats 
lost a total of one eighth of the votes in December. They are now 
down at the more normal level of 46 percent. 


This appears from the opinion poll of DAGENS NYHETER and the Institute for Market 
Research. The poll, moreover, confirms that the new Environment Party has got 

real support among the voters. Again, the party obtained 4 percent of the votes and 
now has to be reckoned among the parties which have a chance of getting into the 
Riksdag in the election next year. 


If the voters should vote in the election in the same way as they today express 

their party sympathies, the non-socialist government would be overturned and be 

replaced by a Social Democratic majority government under the leadership of Olof 
Palme. 


But the gap between the socialist parties and the non-socialist parties is shrinking. 
In addition, the strength of the Communist Left Party is uncertain. However, the 
Social Democrats are today only 5 percent stronger than the non-socialist parties 
together. 


7262 
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POLITICAL SWEDEN 


STUDY SHOWS SWEDES INCREASINGLY IDENTIFY USSR AS THREAT 

Stockholm SVENSKA DAGBLADET in Swedish 9 Dec 81 p 6 

TArticle by Bo Ost lundJ 
‘Text | Swedes feel increasingly uneasy about the situation in the 
world around them and start regarding Sweden as increasingly better. 
Tis is one of the results which the National Swedish Psychological 
Defense Planning Committee deduces from its latest examination of the 
feelings in the country. 

These polls have been taken annually since 1965. A new aspect this year is that 

the National Swedish Psychological Defense Planning Committee has had a new public 

opinion research institute carry it through--the Institute for Market Research-- 


and one of the results of this change hus been that certain new questions have been 
added: confidence in politicians and the mass media.e 


The poll which comprises 1,000 interviews with Swedes ranging from the ages of 15 
to 74, was carried through last September, prior to the submarine incident. 


Five areas of attitude were comprised by the poli: 
Attitude to the society 

Attitude to parties and politicians 

Attitude to the mass media 

Attitude to international situation 


Attitude to the defense 


Increased Uneasiness 


The most dramatic change in our attitudes is the change which has taken place in 
our attitude to the international situation. It, here, shows that, never before, 
ever since the analysts in 1976 started asking questions about the political 
tensions in the world, has there been such great uneasiness about the situation in 
the world. Prior to the fall, 68 percent of the population regarded the risk of 
conflict as great, in the fall 79 percent did so. 
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In its comments, the National Swedish Psychological Defense Planning Committee 
states that the events in Poland during the winter and the s ring months have 
played a great role. 


This assumption is confirmed in the questions on the international situation. 
The Soviet Union is increasingly and to a large extent identified as the big 
threat. (The poll was taken prior to the submariue incident.) 


The Swedes also feel less confident in the will toward peace of the United States, 
but the United States is still viewed positively, as is China. 


Our attitudes to the Soviet Union and the Polish crisis have also caused us to 
have an increased sense of uneasiness about the conflicts in Europe: a total of 
54 percent of us felt a great risk of war in Europe prior to the fall, as against 
68 percent now in the fall. ‘his figure is the highest one since this question 
was asked for the first time in « poll that was taken in 1965. 


Despite the experiences of increased unrest in the world around us, the confidence 
in the defense or the will to defend ourselves have not been affected--approximately 
half the populatio’. still feel that our defense increases our possibilities of 
remaining outside a superpower conflict, and 9 out of 10 Swedes still feel that 
Sweden needs a defense. 


In its comments, the National Swedish Psychological Defense Planning Committee 
states that the very high figures since last year, indicating the will to defend 
ourselves are also connected with the developments in Poland. 


The willingness of the nation to defend itself thus increased already 12 months ago, 
the unrest in the fall has not increased it any further. 


The willingness to defend the country with arms shows regional differences: 


The willingness to defend the country with arms is most widespread in southern 
and western Gotaland, western Svealand and northern Norrland. Eastern Gotaland, 
eastern Svealand and southern Norrland take up a position in between, while the 
willingness to defend the country is relatively small in the Stockholm region. 


It, moreover, appears from the poll that the opinions on the disarmament question 
have stabilized since the mid-seventies: it is still a minority that believes in 
isolated Swedish disarmament, while a majority wants general disarmament. 


Another question shows that, despite increased unrest, a majority still believes 
that a major war will never break out, and as many as 75 percent of those polled 
still believe (hope) that it is unlikely that Sweden will become subject to a 
nuclear attack. Only 17 percent of those polled consider it likely that nuclear 
bombs will be dropped on Sweden. 


We Feel Better 


The satisfaction with the Swedish society is slowly increasing, the declining trend 
which started in the late seventies has been reversed. 
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Concurrently with . renewed, slow increase in the polling concept of "hizh 

level of contentmen ," the decline in the confidence in the politicians and the 
parties also stops. However, we still have little confidence in our politicians-- 
here, the figures of the National Swedish Psychological Defense Planning Committee 
do not contradict earlier polls. 


The confidence in the mass media is changing: The radio is just now experiencing 
a drop in confidenc-, TV is increasing. The press is considered somewhat less 
credible than the broadcasting media--nowever, the Swedish people still has much 


confidence in the Swedish mass media. 


The National Swedish Psychological Defense Planning Committee has made a separate 
study of the effects of the submarine incident on the nation. (The poll was taken 
on 11-17 November 1981, 500 interviews.) SVENSKA DAGBLADET has previously published 
the results of this poll which showed, among other things, that we felt an in- 
creased threat from the Soviet Union. The submarine incident did not have any 
additional effect on the willingness to defend ourselves beyond the effect already 
given by the crisis in Poland. On the other hand, the number of Swedes wanting 

to increase our defense forces nearly doubled. 





3109/67 END 
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